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(Testimony of L. Hicks Taylor.) 
@. Mr. Taylor 
A. (Interposing) Have you the copy of the 

deed? Pardon me. 

Q. Pardon me. I will ask the questions. 

Mr. Taylor, that deed carried $32? By [4049] “that 
deed,” I am referring to the deed from Mr. Forster 
to Mr. Morris. That deed carried revenue stamps of 
$32, didn’t it? A. I do not know. 

Q. Do you know the state tax per thousand con- 
veyance upon a deed ? 

A. Not at the present time, I do not know. 

@. You handled all tax matters for Mr. Forster 
and all these corporations? 

A. Ihave services, I could look it up. I haven’t 
it in memory. 

Q. Do you recall what the State Stamp Tax per 
thousand on conveyance of real estate was in 1946? 
No, I do not remember. 

Would you say it was not $1 a thousand? 

I do not remember. 

What was the Federal Excise? 

I do not remember. 

Would you say it was not $1.10? 

. Ido not know. 

Mr. LeSourd: Objected to as argumentative, your 
Honor. 

Q. (By Mr. Griffin continuing): Now, with Ex- 
hibit A-81, being vour receipt for the $500 upon a 
sale price of $15,500, [4050] have you any other ex- 
planation than that you made this morning as to 
how you handled that transaction upon the books? 


> O>Oror 
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(Testimony of L. Hicks Taylor.) 

A. The sale price upon the books was $14,500. 

Q. Yes, and that is the same sales price that you 
carried into Mr. Forster’s income tax return? 

A. That is correct. 

Q. And there was an additional $1,000 of income 
in which you prepared the receipt, Exhibit A-81, 
that you didn’t return as Mr. Forster’s income, 
wasn’t there? 

A. The record shows that I did not return it, 
but I did not consider it an income to Mr. Forster, 
because it applied on a contract for the purchase of 
equipment that was not being sold. 

Q. Mr. Taylor, any amount of money received 
by Mr. Forster for something that he sold became 
a part of gross income, didn’t it? 

A. That situation reverts itself into a barter in 
property, not in cash. Mr. Forster was reporting on 
a cash basis. 

@. Yes, and reporting on a cash basis, Mr. Fors- 
ter must report every five-cent piece that he re- 
ceived, doesn’t he? 

A. He didn’t receive every five-cent piece for 
that full amount of money. Mr. Forster received a 
[4051] credit against equipment purchased that 
was not sold, and there was no profit or loss appli- 
eation upon it. 

@. Was this the same equipment that you han- 
dled down at Simonson and Forster the same way? 

Mr. LeSourd: Objected to. 

Q. (By Myr. Griffin continuing): Amending that 
question: 
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(Testimony of L. Hicks Taylor.) 

The same equipment—was it the same equipment 
you handled at Simonson and Tforster? 

A. It had no connection. 

Q. No connection; you are a licensed public ac- 
countant, Mr. Taylor? A. I was. 

Q. By that, you mean your license has been sus- 
pended ? 

A. I returned my license to the Board. 

@. After conviction? A. Before. 

@. What is a licensed public accountant ? 

A. Would you like me to explain the law? 

Q. No, I just want you to tell the jury what is a 
licensed public accountant? Is there a distinction 
between a licensed public accountant and a certified 
public accountant ? 

A. Very much of a distinction, yes. [4052] 

Q@. When you say that you returned your license 
to the Board, you are referring to the Board—State 
Board set up by the State of Washington governing 
licensed public accountants and certified public ac- 
countants, aren’t you? 

A. It is my memory that in either 1948 or 1949 
a law was passed by the Legislature combining the 
certified public accountants and licensed public ac- 
countants and public accountants into one law. 

Licensed public accountants, then, in essence, have 
been men who were in the public accounting business 
and had maintained an office and operated in the 
City for a period of five years or longer. They were 
actually practising public accountants. 

Q. Now, what is the difference between a li- 
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(Testimony of L. Hicks Taylor.) 
censed public accountant and a certified public ac- 
countant ? 

A. A certified public accountant takes an exami- 
nation on the theory of accounting. A licensed pub- 
he accountant obtains his license through having 
had experience. 

Q. And when did you obtain—when did you first 
become a licensed public accountant? 

A. In April, I believe, of 1934. 

@. And you also had a ecard to practice before 
the Internal Revenue Bureau, didn’t you? [4053] 

A. Yes, I did. 

Q@. And by that, only lawyers and only account- 
ants that hold this special card issued by the De- 
partment may practice before that department; that 
is true, isn’t 1t? 

A. That is according to Code 230. 

@. Yes, and you did practice before the Internal 
Revenue Department, did you not? 

A. In a small degree, according to the type of 
my business, yes. 

@. And you were the president for two terms, 
was it, of the State Organization of Licensed Public 
Accountants ? A. That is true. 

@. In—if I understand you correctly, you testi- 
fied that, referring to you and your firm as L. Hicks 
Taylor and Company, that “We do not make au- 
dits”? Is that correct? 

A. That is not our practice to make audits. 

@. And in answer, many times, to questions on 
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(Testimony of L. Hicks Taylor.) 
eross-examination, you said “I did not audit the 
books”; is that correct? 

A. ‘That is correct, yes. 

Q. You represented to Mr. Forster that you were 
an auditor, didn’t you? [4054] 

A. Mr. Forster knew at all times I was not audit- 
ing his books. 

Mr. Griffin: May I have the question read, 


please? 


OE EE ee  ee— 


The Cowt: Mr. Reporter, read the question. 
(Whereupon, preceding question was read 
by the reporter.) 

A. (Continuing) I don’t believe that I ever did. 

@. (By Mv. Griffin): You represented to the 
pubhie of the State of Washington, that you were 
an auditor, didn’t you? 

Mr. LeSourd: I object to this line of question- 
ing. Is he using the word “auditor” as meaning an 
accountant, or as meaning he made an audit? It is 
ambiguous and improper, your Honor. 

The Court: Objection overruled. 

The Witness: Would you read the question, 
please? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter. ) 

A. I represented that I could perform an audit, 
yes. [4055] 

Q. (By My. Griffin): That you could perform 
audits ? A. Yes. 

Q. You did audit for Mr. Forster, didn’t you? 
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(Testimony of L. Hicks Taylor.) 

A. “Gedidnoe 

Mr. Griffin: Will you mark this letter for identi- 
fication, please? 

The Clerk: Defendants’ Exhibit No. A-83 marked 
for identification. 

(Defendants’ Exhibit No. A-83 marked for 
identification. ) 

Q. (By My. Griffin): Mr. Taylor, you handled 
the negotiations for Mr. Forster in the contemplated 
purchase of the Selah Home Dairy, did you not? 

Mr. LeSourd: Objected to, your Honor, as im- 
proper cross-examination and irrelevant and im- 
material. 

The Court: Is that part of the 

Mr. Griffin: (Interposing) This is preliminary al- 
though it would be material upon his testimony that 
he was not a financial adviser. 

The Court: If it is a preliminary matter, the 
Court will overrule objection. 

A. Yes, I went to Selah with Mr. Forster to look 
[4056] at a dairy. 

Q. (By Mr. Griffin): Handing you Exhibit A- 
83, Mr. Taylor, I will ask you what that is. 

A. “Mr. Forster ae 

Q. Just what is it, Mr. Taylor? 

Mr. LeSourd: Just a moment. Identify the docu- 
ment. 

A. This is a letter that I wrote to the Selah 
Home Dairy. 

Q. (By Mr. Griffin): On your letterhead ? 

A. On my letterhead, yes. 
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Mr. LeSourd: We object to it, your Honor, as 
improper cross-examination and irrelevant and im- 
material, and back in the period of 1939 and has 
nothing to do with this case in any respect. 

The Court: May I see the document? 

(Whereupon, document was handed to the 
Court.) 

The Court: I am inclined to sustain objection, 
Mr. Griffin. 

Mr. Griffin: Did you look at the letterhead ? 

The Court: Yes, but I—I will hear from you 
later on it, 1f you wish. 

Mr. Griffin: I would like to be heard [4057] 

The Court: Now? 

Mr. Griffin: I would like to be heard now. 

My. LeSourd: Let me say, your Honor, if the 
purpose of this is to show that L. Hicks Taylor 


and Company had letters describing themselves as 


accountants and auditors, I certainly will stipulate 
to that. It has no 

Mr. Griffin: (Interposing) Excuse me. 

Mr. LeSourd: Yes. 

Mr. Griffin: It is not a matter of stipulation. 
The purpose of the letter is for the letterhead. I 
can’t conceive of anything more material than this 
letterhead under the witness’s testimony. 

Mr. LeSourd: I fail to sce the materiality of it. 
He said already in his testimony several times that 
his firm made audits, not very many, but on occa- 
sion, and if counsel wants to establish that their 
letterhead described them as accountants and audi- 
tors, I will stipulate. 
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Mr. Griffin: I will accept the stipulation as the 
letterhead December 26, 1939—may I read the let- 
terhead ? 

Mr. LeSourd: Yes. 

My. Griffin: “L. Hicks Taylor and Company, 
Accountants and Auditors, Textile Tower, Main 
0799, Seattle, [4058] Business Analysis, Audits, 
Systems, Income Tax Service.’”? See: ‘lL. Hicks 
Taylor, William P. Berry, Licensed Publie Ac- 
countants, Ralph E. Doremus.”’ 

I accept the stipulation. 

The Court: Do you offer A-82, Mr. Griffin? 

Mr. Griffin: That is the one I am offering. 

The Court: No, this is 83. 

Mr. Griffin: Pardon me. Yes, I offer it. 

Mr. Moriarty: The carbon copy? 

Mr. Griffin: Yes, of A-80. 

The Court: Yes. The same objection will show, 
I assume, Mr. LeSourd, and the Court will overrule 
that and admit A-82. 

Mr. LeSourd: Yes. 


(Defendants’ Exhibit No. A-82 admitted in 
evidence. ) 

The Court: And the Court sustains objection to 
A-83. 

The Clerk: I didn’t hear the Clerk’s ruling to 
A-82. 

The Court: A-82 is admitted. 

Mr. Griffin: Will you mark this document? 

The Clerk: Defendants’ Exhibit A-84 marked 
for identification. 
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(Defendants’ Exhibit No. A-84 marked for 
identification.) [4059] 

Mr. Griff: I offer in evidence a certified copy 
of the Excise Tax Return of Hans Forster, doing 
business as Alpine Dairy to the State of Washing- 
ton for the months of May and June, 1947. 

The Court: That is a State of Washington Tax 
Return ? 

Mr. Griffin: Yes. 

Mr. Moriarty: We have no objection to the ex- 
hibit, but do not regard it as proper cross-exami- 
nation, if the Court please. 

Mr. LeSourd: If the Court please, we have no 
objection as to identity in the first place. We don’t 
know what the relevancy or materiality is. It 
doesn’t appear here, and we will object on that 
eround, and on the ground of improper cross-ex- 
amination. 

Tf it is desired—if it is Counsel’s purpose of 
introducing all this simply to show that Mr. Taylor 
describes himself as auditor, we will so stipulate. 
He testified in his direct examination that he often 
times used the word “auditor” interchangeably with 
‘faccountant.”’ 

Tf that is the purpose of the exhibit, we will 
stipulate. 

Mr. Griffin: I am not asking for a stipulation. 

The purpose of them is it is a return made for 
Hans Forster under his own signature and his own 
description [4060] of himself on the second page. 

Mr. LeSourd: We will object to the document 
as improper cross. 


1878 Hans Forster vs. 


Mr. Griffin: He testified he did not audit for 
and never audited for Hans Forster. 

Mr. LeSourd: I will ask that remark to be 
stricken, your Honor. It is not a correct statement 
of his testimony. 

The Court: Well, Counsel’s comment I will not 
strike, but I will suggest to the jury that they dis- 
regard them, however, because they are not evidence 
and not to be considered as evidence. 

I will sustain the objection, Mr. Griffin. 

Mr. Griffin: If the Court please, may we ad- 
journ right now, then? 

The Court: All right. 

Ladies and Gentlemen of the Jury, we will recess 
now, so that the Court can hear argument. 

We are going only half a day tomorrow, so that 
we will start at 9:30 and recess at a quarter to 
12:00. So, the Court calls your attention to the ad- 
monition given you on similar occasions and asks 
that you heed it on this occasion, and then we will 
recess until 9:30 so that if you will be here a little 
in advance, we will adjourn at a quarter to 12:00. 

(Whereupon, the Jury retired from the court 
room. ) 

The Court: It is stipulated the Jury have left 
the court room? 

Mr. Griffin: Yes. 

Mr. Moriarty: Yes, your Honor. 

The Court: All right, Mr. Griffin. 

Mr. Griffin: I would assume that I am entitled 
to meet the testimony of Mr. Taylor and entitled to 
try and defend on behalf of Mr. Forster. 
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This witness has testified—his whole claim is—he 
had nothing to do with the whole books and rec- 
ords, except figures given him; he was never an 
auditor for Hans Forster or Issaquah Creamery 
and Myr. Forster had no right to rely on him at all. 

I propose to show that he described himself as 
the auditor of Hans Forster and the Alpine Dairy, 
of the Issaquah Creamery, and that he advised the 
State of Washington that he was the Auditor for 
all tax matters of Mr. Forster and the Issaquah 
Creamery, and his own letter in that particular—do 
I have—does Mr. Forster have to sit here and ac- 
cept this witness’s statement and implications from 
it that he didn’t audit his books, and had nothing 
to do with it except some figures given him by a 
bookkeeper and [4062] wasn’t paid for being an 
auditor without any answer for anything he did. 

I can conceive nothing more material than these 
returns supported by the audits that he made and 
his presentation that he was earing for all the audit- 
ing of Hans Forster. They don’t come in all to- 
gether; they come in one by one. If that is not the 
situation, then there is no defense, and we are 
bound by the witness’s testimony, and the Court 
might as well instruct the verdict releasing Mr. 
Taylor and convicting Mr. Forster. 

The Court: The last, I don’t think, follows. 

Mr. LeSourd: If your Honor please? 

The Court: Mr. LeSourd? 

Mr. LeSourd: If the issue here is whether an 
audit was made of Issaquah Creamery and Alpine 
Dairy in the years in question, certainly the use of 
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the term ‘“‘auditor’’ in describing himself is no proof 
that an audit was made, and it is utterly irrelevant 
and immaterial, because this isn’t any showing that 
any audit was made during the years. 

If that is your purpose, Mr. Griffin, I assume that 
you have some evidence that you are going to try 
and show it, but this doesn’t show it. 

Mr. Griffin: It isn’t a question of whether an 
audit is made. As your Honor said time after time, 
it [4063] is a question of what Mr. Forster believed. 
Did he believe LL. Hicks Taylor was an accountant, 
sitting in Seattle, or did he believe he was an audi- 
tor? Was Taylor making returns to the State of 
Washington for his businesses believing that he was 
an auditor? 

I may sound warm and I don’t mean to be, but 
this is the first time I have been so surprised as to 
the materiality of the written documents of the wit- 
ness himself. The whole matter of this case is, when 
we are down to it, did Forster have a right to rely 
on Mr. Taylor? Did he believe that he was being 
taken care of, or was he engaged in evading his 
income taxes wilfully? Which one of these men 
were doing it, or were either one? 

The sole question in this case is the intent of 
these defendants. Did Forster have every right to 
rely and believe that this man was an auditor in 
taking care of his books? I don’t care whether they 
eall him auditor or accountants. These are docu- 
ments that go to show that he did, and I propose 
to start with the early years to show that he made 
audits, and they were called “audits,” and that is 
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what he sold his bill of goods on back in the 730s. 
That is why we did not have much conversation in 
the late 40s. This goes over a long period of time. 

The Court: It is your contention that this is a 
type of document wherein he signs as auditor, and 
is admissible to establish that fact? 

Mr. Griffin: To establish that fact. It goes to 
the very basis of our case, and to the credibility of 
the witness. They can’t come all together. We are 
taking them. up separately. 

Mr. Moriarty: Jt is the Government’s position, 
if vour Honor please, that we made no objection 
to A-83, which was a document in 1939 regarding 
Mr. Taylor being a business analyst, auditor and 
income tax adviser, and it was offered for that pur- 
pose, and eventually stipulation was accepted by 
Mr. Griffin. 

Now, A-84 happens to be a certified copy of a 
document on record in the State Tax Department 
of an Excise Tax, which is not shown was ever seen 
by Mr. Forster or upon which he could rely upon, 
and the addition of any further documents that is 
proposed on this line under stipulation will do noth- 
ing but add confusion to the real point of the ease. 

Mr. LeSourd: Furthermore, your Honor, the 
fact that an accountant uses the word “auditor”? in 
deseribing himself certainly does not in any way 
mean he is making an audit, nor is there any sein- 
tilla of proof that any such audit was made, or 
that anyone has [4065] a mght to rely on the fact 
that an audit was made, least of all an employer 
that is paying him. 
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Mr. Griffin: I wonder if the Court realizes that 
up to this point in the case, notwithstanding coun- 
sel’s statement, there hasn’t been a single word of 
testimony about the original employment, or any 
testimony along that line; while counsel’s statement 
is sound, it is an action for quantum meruit, for 
money earned. There is nothing in this record, if 
you look back on it, except Counsel’s statement on 
the matter of employment. 

I am giving that warning now so that they can 
be ready for it. I am not concerned whether he 
made an audit at all. I am concerned with what he 
led Hans Forster to believe he was and was doing. 
I am concerned why this jury should believe that 
up to the time of Taylor’s confession of gmlt in 
his own income tax return—I am interested in this 
jury having reason to rely upon Mr. Taylor in the 
earing for his books, and whether he had a right 
to rely. It goes to intent, and whether he had a 
right to rely or not. 

The Court: You may step down, Mr. Taylor. 

(Whereupon, witness withdrew from the wit- 
ness chair.) 

The Court: I say, of course, that anything that 
would [4066] tend to establish Mr. Forster’s reli- 
ance upon Mr. Taylor in income tax matters 1s 
proper, but the question is: Does -this particular 
document, or any other document, serve to do it? 

Mr. Griffin: All right; if Taylor had never in his 
life had a letterhead that said he was an auditor, 
and never returned—made returns for Hans For- 
ster and Issaquah Creamery saying that he was an 
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auditor, and actually never made any audits, that 

would be one thing. 

Hans Forster, how could you rely on this man 
who never claimed to be an auditor and never 
audited for you, and never made any returns to the 
State or Federal Government in the nature of an 
audit? I believe that would be a very plausible 
argument to the Jury. 

I propose to show that he did the very opposite, 
and that that is just as material in my ease as the 
other could be material in their case, and the Gov- 
ernment’s case. 

' As a matter of fact, that is the representation 
they made to the Jury in their case. I propose to 
show just the reverse, by the witness’s own testi- 
mony. 

It affects anything from credibility on [4067] 
out, but primarily it just goes to the heart of the 
' matter of intent. Who was deceiving whom? 

The Court: Well, I take it, Mr. Griffin, you feel 
it is very important to your ease, and I will be 

| happy to give further consideration before making 
final ruling on it, although, as I have indicated, it 
appears to me at this time not to be admissible. 

Mr. Griffin: I may say that there will be addi- 
tional ones for the year 1948. 

The Court: That is this same type of document? 

Mr. Griffin: 1949, for the Issaquah Creamery, 
1948, and the additional matter, as far as corre- 
spondence is concerned, supporting Mr. Taylor’s 
claim that he was auditor for Hans Forster, Alpine 
Dairy and the Issaquah Creamery Company. I 
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think the Jury can infer that if he made those 
representations to the State of Washington, per- 
haps Hans Forster was not so false in believing his 
books were being properly taken care of by an 
auditor. 

The Court: What limitation do you think, Mr. 
Griffin, there might be on anything of that charac- 
ter? Would it have to be—I take it, to begin with, 
you fee] it is not necessary that the matter be called 
—or written to Mr. Forster or called to his atten- 
tion? These particular documents, of course, while 
they relate to the Alpine Dairy, the signature here, 
of course, I [4068] assume, didn’t come to the at- 
tention of Mr. Forster. 

Mr. Griffin: That is correct. I wouldn’t assume 
it would, either, because the auditor, L. Hicks Tay- 
lor, was handling all these matters that had been 
turned over by Mr. Forster to his auditor, L. Hicks 
Taylor. 

The Court: You say it goes to the intent. In 
other words, this whole issue is to establish Mr. For- 
ster’s justification in relying entirely upon Mr. 
Tavlor? 

Mr. Griffin: Yes, your Honor. We are dealing 
with specific years, which are the end years of a 
25-year relationship of accountant-auditor and cli- 
ent, and it isn’t surprising that the Government has 
not produced, or that there was very much said 
between these people in the five years at issue, be- 
cause that situation was built in the 15 years before. 

Now, it may have been built, and the Jury can 
find it was built, under a conspiracy to cheat and 
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defraud between these two people, or either one 
of them. I realize the implication when I get 
through this cross-examination, but J intend to have 
established—I may suggest to you that I have 
weighed whether I am _ not establishing more 
strongly the Government’s case than it has been 
able to establish itself. 

However, I propose to do it so that this [4069] 
jury may determine this matter of what the intent 
was in these years, but it is built from what the 
situation was between these two men in the years 
the preceded it, and they built that situation, and 
the fact that Taylor audited for Hans Forster— 
Forster doesn’t know the difference between an 
audit and a statement, the evidence shows—that 1s, 
if the jury believes it but he audited and reconciled 
the bank aceounts when he gained the original em- 
ployment. From there on, I propose to show, siz, 
that it was his kind of bookkeeping that snowballed, 
year by year, into the result that you get in these 
five years, just as if one of these were snowballed 
into the other. 

T show it from his own books and his own rece- 
ords—that is, Hans Forster’s books and records, 
but kept by Hicks Taylor—and not maintained as 
he said or as he elaimed, just from figures handed 
to him. 

He started out and got the confidence to begin 
with, and got a job to begin with. As a matter of 
fact, that was said in the opening statement of op- 
posing counsel as part of this ease. You cannot 
separate these five vears that are in question from 
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a life time of these individuals, as to what occurred 
in those five years. Confidence was built of the one 
in the other. That confidence, sir, went past [4070] 
the confession of guilt of Taylor. It maintained— 
it was maintained by Forster until it was spread 
before him by other accountants, that which this 
man did. 

Now, we are dealing with the minds of two men 
and thoughts and their intent. We can only estab- 
lish it by these items that raise the question of 
credibility on the one hand, and the things he did on 
the other, and the representations that he made. He 
says he never represented that he was auditing. It 
was his testimony to begin with. 

I have said all I care to now. It is adjourning 
time. 

Mr. LeSourd: May Mr. Cox be excused? 


The Court: Yes, you may be exeused, Mr. Cox. 


(Whereupon, Mr. Cox withdrew from the 
court room.) 


Mr. Moriarty: It is the Government’s position, 
if your Honor please, that regardless of the state- 
ments of Mr. Forster, that he reported each cent to 
Mr. Taylor, the fact that Mr. Taylor held himself 
out to somebody else is so confusing in the light of 
the mass of documents here, that I don’t see any 
value other than the stipulation by Mr, LeSourd on 
behalf of Mr. Taylor. The documents don’t add 
tomit: : 

Mr. Griffin: We didn’t put 280 documents in to 
add confusion. [4071] 


United States of America 1887 


Mr. Moriarty: You ean put 280 of Excise Tax 
in alone. 

MreGriin: That is Tight. 

The Court: Mr. LeSourd ? 

Mr. LeSourd: I don’t intend to also make a 
speech summarizing my case, as Mr. Griffin might 
have in a speech to the Jury, but I want to em- 
phasize that the deseriptive term ‘‘auditor,” which 
has been used by many witnesses right here on the 
stand—it is a common expression—we are perfectly 
willing to stipulate, as Mx. Taylor testified on his 
direct, that many times that word is used in place 
of ‘‘aecountant,’’ and beyond that, there is no rele- 
vancy to this thing at all. 

If they ean prove an audit was made, let them 
prove an audit was made, but certainly a term like 
that has no meaning in this case. 

The Court: As I stated, I will consider the mat- 
ter and make a definite and final ruling in the 
morning. And, remember, we meet at 9:30 tomor- 
row. 

Mr. Moriarty: Did you tell the jury? 

The Court: Yes, I told the jury. 

Court will recess until 9:30. 


(Whereupon, at 4:14 o’clock p.m. April 15, 
1954, a recess was had in the within-entitled 
and numbered cause until 9:30 o’clock a.m. 
April 16, 1954.) [4072] 
*¥ ¥ € & * 
The Court: Before we eall the Jury, in regard 
to Exhibit, for identification, A-84, the Court will 
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adhere to its ruling indicated last night, and sustain 
the objection. 

You may call the Jury. 

Mr. Griffin: At this time, the Defendant For- 
ster, 

The Court: (Interposing) (To Bailiff) Just a 
moment. 

Mr. Griffin: (Continuing) At this time, the De- 
fendant Forster is compelled to, and does, move for 
a mis-trial upon the ground and for the reason 
that it is now definitely apparent, by the atmos- 
phere that has been created, both by the Govern- 
ment and by the ruling of the Court, that no fair 
trial ean be had. The Government. has objected to 
a document offered in evidence upon the ground 
that it will clutter the record. The Government, 
over Counsel’s objection for Mr. Forster spent two 
months introducing some 370 exhibits of thousands 
of pages. It is now suggested a photostatic copy un- 
der the seal of the Secretary of the State of Wash- 
ington of two pages, which bears the signature of 
the witness on the stand as an auditor for Mr. For- 
ster and the other Forster enterprises, will clutter 
the record. [4078] 

The Government has stated that. Very well. I 
am stating the reasons for my motion which will 
proceed from now on, day to day, and without 
having to reiterate it at that time. 

The Government, on cross-examination of the 
witness on the stand, so-called cross-examina- 
tion—— 

Mr. Moriartv: (Interposing) I didn’t hear you. 
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Mr. Griffin: I say, the Government, in cross- 
examination of the witness on the stand, one of the 
defendants, conducted the cross-examination in a 
manner and with the plain desire to in nowise com- 
promise the witness on the stand, but let him re- 
iterate again his method and claim of defense, the 
first time in a court room, doubtless since Courts 
began, that the Government had a witness on the 
stand, a defendant, taking the stand, convicted of a 
erime, the same crime that is charged in this case, 
and did not cross-examine as to that matter, leaving 
for counsel for Mr. Forster the necessity of, in the 
face of the Court’s rulings in these matters, pre- 
senting to the jury a position that the Court says 
eannot be sustained, and where it has to be done 
now, because of the error committed, and I say this 
with all the solemnity that I can, that there is not 
only error in the ruling of the Court—and I am 
presuming the additional [4079] rulings as we come 
along in these matters—it is absolutely prejudicial. 
It prevents the Defendant Forster from having a 
fair trial. Jt cannot be had. 

On the other hand, as far as the Defendant Tay- 
Jor is concerned, while the Court had no control of 
any kind over the opening statement of counsel for 
mr. Taylor as to proof to he offered, it has per- 
mitted the widest latitude of collateral matters, it 
has permitted attack upon one of counsel for Mr. 
Forster at the very beginning of tms trial, and he 
had to withdraw therefrom. The Court ruled and 
sustained the right of Mr. Taylor, the Defendant, 
to substantiate the position taken in the opening 
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statement. Whether I will be permitted to meet 
any of that, I don’t know. I will reach that as the 
time comes. However, as I recall, sometime during 
the trial in the latitude admitted, it was due in 
part, and I think primarily, to the suggestion that 
Taylor, having moved for a severance and also 
claiming that the documents being used were confi- 
dential, and the private records of Mr. Taylor, I 
think your Honor felt that, and so stated the fact 
that, that was one consideration for your ruling 
insofar as Taylor was concerned, so that there could 
be no claim of prejudice. 

However, it now develops—three things [4080] 
developed. Voluntarily, the witness Taylor on the 
witness stand, testified that these documents, to-wit: 
his work sheets, are part of the ledgers, or, as he 
put it, part of the books, and he sat on the witness 
stand and couldn’t explain the books, the ledgers, 
without his work sheets. They were the property 
then of Mr. Forster. Beyond that, he has now tes- 
tified under oath that he voluntarily took all of 
these documents to the Issaquah Creamery and left 
them there for the use of such people as might want 
to use them, the very purpose being used here. 

Now, since certain people used them, he was in- 
dicted. Now, with that atmosphere created on be- 
half of Mr. Taylor, who testified for days, and his 
whole case was based upon an attack upon one of 
counsel for Mr. Forster, and his whole position 
being that he was not an auditor and never audited 
anything, that Mr. Forster had no right to rely 
upon him, in fact, that he relied upon Forster, 
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testifying the duty of Mr. Forster that his duty, he, 
Forster, to Mr. ’aylor, was greater than he, Tay- 
lor’s, duty to Mr. Forster, I am prevented from 
showing under his own handwriting that he repre- 
sented himself throughout the State of Washington 
to the taxing authorities and the public in general 
that he was an auditor, and that beyond that, he 
did [4081] audit and that, in that atmosphere, I 
will now have to proceed with a jury, long tired and 
wants this case to end, I am compelled to proceed 
in that atmosphere, the cold, hard way of asking 
a question, repeated with exhibit after exhibit, and 
taking the ruling of the Court, and I can’t prove 
these things, thereby, of course, antagonizing a 
tired jury. 

I feel that your Honor—I don’t know on what 
grounds you sustained the rejection of the exhibit, 
and will such like exhibits, but I think, subcon- 
sciously, perhaps, you are also tired, and not the 
only one, and that you realize we have no alternate 
jurors, and there is the danger that someone might 
get ill, and there would be a mis-trial, but that can 
have no bearing upon the right of the Defendant 
Forster to cross-examine this defendant upon the 
witness stand upon matters material to the issues 
in this ease, and these matters which I will en- 
deavor to cross-examine on, following the rejection 
of this, are so material, that with the ruling and 
the position taken by the Government in support of 
Mr. Taylor on the witness stand, it makes it utterly 
impossible in this continuing atmosphere to have 
a fair trial. 
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T am not erying. I am presenting it as a cold, 
legal proposition, basing my record now at [4082] 
this late stage where I didn’t want any error in this 
case for the purpose of appeal, because as far as 
the effect is concerned, on this tired jury, the Court 
might as well direct a verdict of acquittal for Tay- 
lor in the protection that has been given him and of 
culty to Forster; and I rely upon appeal, and 
appeal only, because we are prevented, as it has 
turned ont, from being able to present our case as 
against the, practically the, chief witness for the 
Government in full and upon matters that are 


strictly in issue, the only matters, when you come © 


down to the final analysis, that are issues in this 
case, which I cannot prove or disprove, the intent 
or inner workings of the mind, except by circum- 
stantial evidence. Those things that he did, and 
those things that he wrote and the things that he 
signed. I am deprived of that, and being so de- 
prived, I have one of two options: to cease ques- 
tioning, or proceed, realizing just where I am 
headed, and I am now headed, as I say, as we pro- 
ceed, directly and deliberately, in making a record, 
offensive as I know from the time element that will 
be to the jury, in taking the time to do it, but it 
will have to be done separately as each matter 
arises. 

I will renew this motion later, without reiterating 
what I have here stated in the grounds [4083] for 
the motion. 

Mr. Moriarty: May it please the Court, 

The Court: (Interposing) Before the Court 
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hears other counsel, the Court will make this com- 
ment: 

Counsel’s comment, of course, is part of the rec- 
ord and may he properly stated. I might say, in 
response, that the Court has, in all respects sought 
in every way to sce that a fair trial is granted to 
all defendants, and believes that all defendants are 
entitled to a fair trial. In making my ruling, I 
make it on this document on the record made only 
without relation to any other documents that are to 
be offered. ° 

Mr. Moriarty: May it please the Court 

Mr. Griffin: (Interposing) Before you speak 
may I say I did not want to state or infer that 
consciously your Honor was not endeavoring to 
erant a fair trial. What I mean to say is that the 
entire atmosphere and the rulings that you have felt 
compelled to make from my position make it im- 
possible, not that your Honor consciously for a mo- 
ment had any thought of not granting a fair trial. 

If you rule on every question I ask, sir, from 
here on in, I can assure you that I wouldn’t con- 
sider for a moment that you didn’t think from 
where you sat, that you were not granting a fair 
trial, so that I don’t [4084] want any personality 
in that at all. 

The Court: I am certain of that, Mr. Griffin, and 
IT am sure that is true of all Counsel. I thought, in 
view of the comment of Counsel, that the Court 
should add that comment. 

Mr. Moriarty: In view of Mr. Griffin’s statement, 
in view of that, some of the matters may be left un- 


1894 Hans Forster vs. 


said by the United States Attorney. However, there 
are a number of things said as to the Government’s 
lack of diligence in inculeating Mr. Taylor, and for 
the record, I make this statement, that perhaps the 
reason we did not refer to Mr. Taylor’s prior con- 
viction, was because from the opening, and all 
through the last two months on trial it has been re- 
ferred to, and indirectly stated, and during Mr. 
Taylor’s direct examination, he referred to the time 
he was at McNeil Island, and we saw no further 
reason to inquire, because we knew it was fully in 
the record and would be a waste of time and for 
the further reason, we felt, after A-83 was entered, 
a document in 1939, and was introduced solely for 
the purpose of establishing that Mr. Taylor had 
posed and held himself out as an auditor at that 
early date. We made no objection to it, and particu- 
larly, we made no objection in view of the fact that 
Mr. LeSourd, on behalf of his client, stipulated he 
held himself [4085] out during this period and 
would agree to that stipulation. 

These documents now being introduced in evi- 
dence, particularly A-84, which is the subject of the 
motion, is the document Mr. Taylor signed, but 
there is no relevancy to this matter in view of the 
stipulation. It would be my opinion that Mr. Le- 
Sourd’s stipulation should satisfy Mr. Forster, that 
from the time of 1939 down to the period covered 
by the Indictment, he posed and held himself out 
not only to be an auditor and an accountant, but a 
business analyst and an Income Tax Adviser. 

Now, the vice of attempting to have all these docu- 
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ments in is that it is irrelevant, except to the ulti- 
mate fact that Counsel has been willing to stipulate, 
and it is the opinion of the Government that the 
ease should be presented clearly on what the Govern- 
ment contends, that each and every one of the de- 
fendants filed and joined in the filing of a fraudu- 
lent income tax, and we do not want that lost sight 
of, by a mass of documents, that Mr. Taylor signed 
some documents and added the word “auditor.” We 
will continue our objection. 

The Court: You may call the Jury. 

Mr. Moriarty, the Clerk calls my attention to the 
fact that you stated A-83 was in. A-83 is not in. 

Mr. Moriarty: The business accounts? 

The Court: The letter is not in. 

Mr. Moriarty: At the time it was offered, the 
stipulation was made. 

The Court: The stipulation was made which 
covered the letterhead. 

Mr. Moriarty: Yes. I presumed it had been ad- 
mitted. Anyway, it was only offered for that pur- 
pose, and the stipulation covered it. 

The Court: Yes, the stipulation covered the fact 
that would have been established by the letter. 

Mr. LeSourd: By the letterhead. 

The Court: Yes. 

(Whereupon, the Jury was returned to the 
court room.) 

The Court: You may be seated. 

It is stipulated that the Jury and all Defendants 
are present in the court room? 

Mr. Moriarty: Yes, your Honor. 
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Mr. Griffin: Yes, your Honor. 
The Court: You may proceed, Mr. Griffin. [4087] 


L. HICKS TAYLOR 
upon being recalled as a witness for and on behalf 
of the Defendant Taylor, and having been previ- 
ously duly sworn, resumed the witness stand and 
testified as follows: 


Cross Examination (continued) 

Mr. Griffin: Will you mark this document for 
identification, please ? 

The Clerk: Defendants’ Exhibit No. A-85 marked 
for identification. 

(Defendants’ Exhibit No. A-85 marked for 
identification. ) 

Q. (By Mr. Griffin): Mr. Taylor, handing you 
Exhibit A-85 for identification, I will ask you if 
that is a photostatic copy of the Excise Tax Return 
of Hans Forster-Alpine Dairy, for the month of 
November and December, 1948? 

A. The original copies are in the file. That is a 
photostat. 

Q. Is this your signature on the second sheet 
of the photostat? 

A. Yes, that is my signature. 


Q. Yes? A. Yes, sir. [4088] 
Q. And right underneath it, the word “auditor” 
is your writing? A. That is correct. 


Mr. LeSourd: Same objection, your Honor. 
Mr. Moriarty: Same objection. 
Mr. Griffin: I offer A-85. 


So le 
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(Testimony of L. Hicks Taylor.) 

The Court: The same objection? 

The Court will sustain the objection and the same 
showing may be made by Mr. Griffin. 

Mr. Griffin: These will take offers of proof in 


the absenee of the Jury. 


The Court: Yes. 
Mr. Griffin: Later, if the Court please, I will 


| have to proceed with these. 


Will you mark this for identification, if the Court 
please ? . 

The Clerk: Defendants’ Exhibit No. A-86 marked 
for identification. 


(Defendants’ Exhibit No. A-86 marked for 
identification. ) 


Mr. LeSourd: If we have a number of these 
certified copies, we will stipulate to the identity if 
they are certified copies. 

The Court: Do you wish to identify each ex- 
hibit, Mr. Griffin? [4089] 

Mr. Griffin: Yes, your Honor. 

Q. (By Mr. Griffin): Mr. Taylor, I hand you 
A-86, and I ask you if that is a photostatic copy of 
the Excise Tax Return of the State of Washing- 
ton for the period March-April, 1949, for Hans 
Forster and Alpine Dairy? A. Yes, it is. 

Mr. LeSourd: I believe that is sufficient for the 
identification. 

Q. (By Mr. Griffin): Is that your signature? 

Mr. LeSourd: Just a moment. I think that is 
sufficient for the identification. 
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(Testimony of L. Hicks Taylor.) 

The Court: If there is any question about it, the 
Court will permit further identification. 

Q. (By My. Griffin continuing): Is that your 
signature ? 

The Court: You may answer. 

A. Yes, it 1s. 

Mr. LeSourd: All right, that is sufficient. 

Q. (By My. Griffin): Your writing also, the 
word “auditor,” under your signature ? 

Mr. LeSourd: If your Honor please, here we 
are simply by this means trying to avoid the Court’s 
[4090] ruling. It is simply taking time of this case 
unnecessarily. If it is the word “auditor,” Mr. Grif- 
fin is interested in, I again call the Court’s attention 
to the fact that there was testimony on direct ex- 
amination of this witness indicating he used “ac- 
countant”’ and “auditor” interchangeably through 
these years. We are wasting time in this procedure. 

The Court: Well, Mr. Griffin desires to make a 
record, and the Court will not in any way 

Q. (By Mr. Griffin interposing): Your answer 
is “yes” to that, Mr. Taylor? A. Yes, sir. 

Mr. Griffin: I offer A-86 for identification. 

Mr. LeSourd: Same objection. 

The Court: Mr. Moriarty, you have the same ob- 
jection? 

Mr. Moriarty: Yes, we have the same objection. 

The Court: The ruling will be the same, and it 
will be rejected on the same showing. 

Mr. Griffin: Will you mark this for identifica- 
tion ? 
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The Clerk: Defendants’ Exhibit A-87 marked 
for identification. 

(Defendants’ Exhibit No. [4091] A-87 marked 
for identification.) 

Q. (By Mr. Griffin) Mr. Taylor, handing you 
Exhibit A-87 for identification, 1 will ask you if 
this is a Compensating Tax Return of the Issaquah 
Creamery Company subscribed by you over your 


signature May 28, 1948? That is a photostatic copy. 


A. That is correct, and I signed it in the name 
ot “auditor.2..1L.wrote it on there. 

Mr. LeSourd: If your Honor please, may the 
record show our objection to this manner of identi- 
fication of the documents ? 

The Court: The record may so show. 

Myr. Griffin: I offer A-87. 

Mr. LeSourd: Same objection. 

My. Griffin: The reason for the duplicates is that 
this is Issaquah and the others were Alpine. 

The Court: Same objection, and the same ruling. 

My. Moriarty: That was 87? 

Mr. Griffin: 87, yes. 

Will you mark this document for identification, 
please? 

The Clerk: Defendants’ Exhibit A-88 marked 
[4092] for identification. 

(Defendants’ Exhibit No. A-88 marked for 
identification. ) 

Q. (By Mr. Griffin): Mr. Taylor, were you the 
auditor for the Issaquah Creamery Company ? 

A. I was not. 
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(Testimony of L. Hicks Taylor.) 

Q. Handing you Exhibit A-88, I will ask you 
if this is a photostatic copy of a letter on your let- 
terhead written by you? 

A. This is a photostatic copy of a letterhead of 
L. Hicks Taylor and Company, requesting an ex- 
tension of 30 

Mr. LeSourd: (Interposing) Just a moment, 
Mr. Taylor. This is merely a matter of identifica- 
tion. 

me Wes, 

Q. (By Mr. Griffin): Your signature, Mr. Tay- 
lor? A. Yes. 

Mr. LeSourd: Same objection. 

Mr. Moriarty: Same objection. 

The Court: May I see it? 

(Whereupon, document was handed to the 
Court.) 

The Clerk: Defendants’ Exhibit A-89 marked 
for [4093] identification. 

(Defendants’ Exhibit No. A-89 marked for 
identification.) 

The Court: I feel the Court should ask a ques- 
tion of the witness: 

Mr. Taylor, in handling the tax matters for Mr. 
Forster, did you execute various forms and desig- 
nate yourself as auditor? 

The Witness: As a rule, I referred to them that 
way in State returns, yes. 

The Court: You designated yourself ‘‘auditor’’? 

The Witness: Just a signature. 

It could have put ‘‘secretary’’ or “‘treasurer’’ oF 
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anything else on them. It was merely a habit of fol- 
lowing out with the forms. 

The Court: You did designate yourself ‘‘audi- 
tion’ 2 

The Witness: I signed some of them there, yes. 

The Court: Objection sustained. 

MeareGriiin: Sir? 

Mr. LeSourd: I didn’t hear. 

The Court: I will sustain objection to the docu- 
ment. 

Q. (By Mr. Griffin): Mr. Taylor, handing you 
Exhibit A-89 for identification, [4094] is that your 
signature ? 

A. It seems to be the carbon copy with my sig- 
nature inscribed through the carbon. 

Q. You dictated or 

A. (Interposing) I wrote the letter. 

Mr. Griffin: Mr. LeSourd? 


(Whereupon, document was handed to Mr. 
LeSourd by Mr. Griffin.) 


Mr. LeSourd: Same objection, your Honor. 

The Court: JI am inclined to overrule the objec- 
tion on this. 

Mr. Moriarty: The Government made no ob- 
jection to that letter. 

Mr. LeSourd: May I ask your Honor if the 
admission is limited to the point we are on now, 
the question of the use of the word ‘‘auditor’’? 
Otherwise, I would object to its relevancy. It is in 
1942. 
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The Court: Yes, it is on that only. 

Mr. LeSourd: It is limited to that, very well. 

Mr. Griffin: May I read the exhibit, your Honor? 

The Court: You may. 

Mr. Griffin: Dated December 18, 1942, to Mr. 
T. M. Jenner, “In re Penalty Assessment, Alpine 
Dairy, Issaquah Creamery Company,” with code 
numbers and some dates. [4095] 

Mr. Moriarty: The date? 

Mr. Griffin: The letter is December 18, 1942, 
but it has eode numbers, and other dates on it. 

“The writer is Auditor and Secretary of the Issa- 
quah Creamery Company and Alpine Dairy, have 
always prepared the Excise Tax Returns for them, 
the returns for July and August were not sent in 
on time because it was necessary for me to file a 
great many papers for the Dairy in the case for 
the O.P.A. on the Schoo] Milk Delivery. This com- 
pany does not have to take advantage of delay for 
any financial reason, it being just one of those 
things that happen once in a while, and I feel the 
request for relief from penalty is not asking too 
much from a taxpayer who contributes a large sum 
each period, especially when this is about the first 
offense. I talked with Mr. Carney about the matter, 
and paid the period September and October a 
month before it was due to offset any loss to the 
State in the delay. 

“Tt has always been my opinion that the Tax 
Commission were not interested in penalties, where 
a reasonable explanation of the delinqueney is sub- 
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mitted, and I believe that you feel the same way 
about it. 

‘Thanking you in advance for the many courte- 
sies you have shown, and hope you can persuade 
the Commission to withdraw the penalty. I am, 

Yours very truly, 

L. Hicks Taylor.’’ 

Q. (By Mr. Griffin): Mr. Taylor, why did you 
represent to Mr. T. M. Jenner, Chairman of the 
Tax Commission of the State of Washington that 
you were the auditor of the Issaquah Creamery 
Company and the Alpine Dairy? 

A. J was making an effort in Mr. Forster’s be- 
half to save him penalties. 

Q. As a matter of fact, you did prepare all the 
Excise Tax Returns—that is, the business tax re- 
turns—for Alpine and Issaquah, didn’t you? 

Mr. LeSourd: Objected to as irrelevant and im- 
material and improper cross-examination. 

The Court: Objection overruled. 

A. In my assignment of holding them and work- 
ing the general ledger, it was very much simpler for 
me to prepare the returns and I agreed to do it dur- 
ing that period. [4097] 

Q. (By Mr. Griffin): You did it during the en- 
tire period? 

A. I eertainly did, every one of them. 

Q. And you wanted to—in this letter, you desig- 
natec vourself as Auditor, you say, because you 
wanted to save Mr. Forster a penalty, is that cor- 
rect? 
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A. Not necessarily, just an habitual statement. 

Q. Using that term “habitual,” sir, I will ask 
you if you did not subject Issaquah Creamery and 
Hans Forster to penalty after penalty from the 
State of Washington because of your neglect in 
filing income—in filing Excise Tax Returns on 
time ? 

Mr. LeSourd: Objected to as irrelevant and 
immaterial, and not proper cross. 

The Court: Objection sustained. 

Mr. Griffin: Now, in the light of the witness’s 
answer, I have to follow that one on through, if the 
Court please. 

Will you mark these letters and notices as one 
exhibit ? 

The Clerk: Defendants’ Exhibit A-90 marked 
for identification. 


(Defendants’ Exhibit No. A-90 marked for 
identification.) [4098] 


Q. (By Mr. Griffin): Handing you Exhibit 
A-90 for identification, Mr. Taylor, I will ask you 
if that file, for short for identification, are not let- 
ters from you to the State of Washington Excise 
Tax Division, and from that Division to you, and 
include the penalties assessed from time to time 
as therein indicated because of your failure to file 
the returns on time? 

Mr. LeSourd: Jf your Honor please, I will ob- 
ject to the form of that question, and ask that the 
remarks of Counsel in it be stricken, and the Jury 
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| (Testimony of L. Hicks Taylor.) 

be instructed to disregard them. It is not a proper 
part of an identification question, and if this docu- 
ment is irrelevant and immaterial, as I suspect it 
is, it almost puts upon this Defendant the necessity 
of meeting irrelevant and immaterial matters, just 
by the form of the question. 

Mr. Griffin: I used the form, if the Court please, 
only to shorten the witness’s answer in identifica- 
tion. 

The Court: JT might advise the Jury that the 
procedure is—here is, for the purpose of identify- 
ing a document, which may or may not become evi- 
denee. Any question put by counsel in that econ- 
nection is not to be considered by you as any 
evidence at all, and with that comment, the Court 
will not strike the answer—I mean, the question. 

(Whereupon, there was a brief pause.) 

The Witness: May I ask what the question was, 
please ? 

The Court: The question is whether you recog- 
nize those documents and know what they are. 

The Witness: May I ask, is this just to identify 
them and not to comment on them? 

The Court: That is the sole purpose. 

A. Part of the documents have come from my 
office, and part of them have probably been made 
in the Issaquah office, and part of them were mailed 
to Issaquah and part were mailed to me. There is 
a copy here in my peneil writing, but these evi- 
dently became property in my files. Part of the 
letters were written by me. 
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The Court: In other words, you have seen these 
documents at one time or another? 

The Witness: They all came from my files that 
I deposited at Issaquah. 

Q. (By Mr. Griffin): And that was the first 
time when you made that deposit in Issaquah, in 
April, 1950, that any of these Excise Tax Returns, 
or the accompanying documents, or the penalty as- 
sessments, were ever in the possession of Hans 
Forster or the Issaquah Creamery or the Alpine 
Dairy, wasn’t it? [4100] 

Mr. LeSourd: Well, your Honor, I will object 
to this as irrelevant and immaterial and improper 
cross-examination, and again object to the form of 
the question. 

The Court: The Court will overrule the objec- 
tion. 

A. That appears to be conjecture. Many of those 
records passed through the hands of Issaquah 
Creamery and Alpine Dairy before they came into 
my possession. 

Q. (By My. Griffin): If any of them did, you 
wrote the Department in question to thereafter 
send them direct to you, didn’t you? 

A. That is possible, yes. 

@. Not only possible, but is a fact, isn’t it? 

A. It is possible. 

Q. So that you kept in your office in Seattle 
these copies of the Excise Tax Returns that you 
made out? 

A. Certainly, they were part of my work. 
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Q. And you kept in your office in Seattle the 
copies of the Income ‘Tax Returns that you made 
out? Ae That isscorrect. 

Q. Mr. Forster obtained his copy, his wife’s 
copy, Issaquah Creamery, Alpine Dairy copies of 
the income tax returns for all the years they had 
been made [4101] in April, 1950, just before you 
went to McNeil Island and took them out to Issa- 
quah Creamery, didn’t he, for the first time? 

A. Mr. Griffin, my office had a special place for 
all Issaquah and Alpine files, and it was continu- 
ously and always open to Mr. Forster’s inspection 
at any time he cared to see any of the papers. He 
could have them at any time. 

Mr. Griffin: May I have the question read, if the 
Court please? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read 
by the reporter.) 

The Court: You should answer that “yes’’ or 
‘‘no,’’ and then make such explanation as you see fit, 
Mr. Taylor. 

A. (Continuing) Yes; he received them then 
because they were all well arranged and filed and 
placed in position so that anyone could go through 
them year by year. 

Mr. Griffin: I offer A-70. 

The Clerk: A-90. 

Mr. Griffin: A-90, pardon me, which is that 
eroup just identified. 

Mr. LeSourd: I would like to see them. [4102] 
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Mr. Griffin: Pardon me. I simply anticipated 

your objection and the ruling, is all. 
(Whereupon, there was a brief pause.) 

The Clerk: Do you have A-64? 

Mr. Patten: No. 

The Cowt: Is that the one, Mr. Griffin, you 
have marked on the examination of another wit- 
ness ? 

Mr. Griffin: Yes, sir. 

The Clerk: I have it. 

(Whereupon, document was handed to Mr. 
Griffin by the Clerk.) 

Mr. Griffin: May I proceed while they look at 
the other? 

The Court: Yes, you may. 

Q. (By Mr. Griffin): Mr. Taylor, when was it 
that you first met Hans Forster; what year? 

A. It is my recollection, in 1928 or 1929. 

Q. And at that time, where was Mr. Forster re- 
siding? A. In Issaquah. 

@. And was he in any business? 

A. He was associated with Mr. Peters in the 
Issaquah Creamery Company. 

@. Were you the accountant at that time for 
[4103] the—were you Auditor at that time for the 
Overlake Golf Club? 

Mr. LeSourd: Objected to as irrelevant and im- 
material, and improper cross-examination. 

The Court: I take it it is preliminary? 

Mr. Griffin: Yes, sir. 

The Court: Objection overruled. 
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A. I was performing a service for the Overlake 
Golf Club. I was not the auditor. 

Q. Were you at that time performing any serv- 
ice for the Issaquah Creamery ? 

A. I was performing service for Mr. Peters for 
the Issaquah Creamery, yes. 

Q. And you continued in that service, did you, 
until Mr. Forster acquired Mr. Peters’ interests 
and the bank’s interest in the Issaquah Creamery ? 

A. I eontinued with them right through this 
whole period. 

Q@. What was the occasion of your continuing? 

A. Just continued, I guess; nobody discharged 
me. 

Q. Nobody; as a matter of fact, that is the way 
it was, wasn’t it? You were there performing the 
services you were then performing from an account- 
ing standpoint, and you weren’t discharged, and 
you weren't employed; [4104] you continued right 
on for the years that followed; isn’t that the wav it 
happened ? 

A. Well, I rather think I was employed when 
it started. 

Q. I am not speaking about your employment, 
I am speaking about the physical thing that oc- 
curred between you and Mr. Forster at that time; 
you just continued right along without anything 
being said about it, isn’t that correct? 

me, “Yes. 

Q. And you continued performing the same serv- 
ices for Issaquah Creamery then under the propri- 
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etorship and ownership of Mr. Forster as you per- 
formed for the Issaquah Creamery under Mr. Pe- 
ters; correct? A. Up until 1940, yes. 

Q. Did you make—let’s deal with this matter of 
an audit for a moment. You have used the term a 
great many times. What is an audit, as you use 
that term? 

A. Would you like me to explain the scope of 
an audit? 

Q. I want you to explain your definition, or 
scope, whatever it may be, of an audit as that term 
has been used by you from the witness stand. 

A. There is quite a distinction between the work 
[4105] that I performed, and an audit. 

Q. I am not asking you anything about that. I 
am asking you what you mean by the term ‘‘audit.”’ 
as you have used it from the witness stand in this 
case. 

A. An audit is generally a certified report of 
the condition of a concern, and there is a definite 
letter attached to every audit, stating the scope in 
which it followed. 

Q. I hand you Exhibit A-64 for identification 
and JI will ask you what that is? 

A. This is an audit that I made of the books in 
1932. 

). What books? 

A. The books of the Issaquah Creamery. The 
original request for this audit was made by Mr. 
Peters. 

Mr. Griffin: I offer A-64 for identification. 
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Mr. LeSourd: In view of the testimony, your 
Honor, at this time I will withdraw the objection 
previously made to this exhibit. 

Mr. Moriarty: The Government has no objection. 

The Court: Exhibit A-64 may be admitted. 

(Defendants’ Exhibit No. A-64 admitted in 
evidenee.) 

Mr. Griffin: May I read the introduetion and ad- 
vise the Jury what the cover sheets of the audit 
[4106] are? 

The Court: You may. 

Mr. Griffin: “Mr. Hans Forster, President, Issa- 
quah Creamery Company, Issaquah, Washington. 

“Dear Sir: 

“Pursuant to your request, an audit report has 
been prepared from your books and reeords. Cash 
and Banks, were reeoneiled with the bank state- 
ments but certificates were not requested from the 
bank.’’ 

Q. (By Mr. Griffin): What do you mean by 
that, Mr. Taylor, that the cash in the bank was 
reconciled ? 

A. Asa rule, in the seope of an audit, the bank 
will give you a letter as to the final balance at the 
close of a year. 

Q. But you reconciled the cash shown on the 
books of the Issaquah Creamery Company with the 
bank, with the amount of money in the bank, didn't 
you? A. As of Deeember 31, 1932. 

Q. You did that? 

A. I did that, yes, sir. 
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(). Accounts receivable—— 

Mr. Griffin: Strike that. [4107] 

Q. (By Mr. Griffin continuing): ‘‘Notes receiv- 
able were verified and found to agree with the rec- 
ords.”’ 

What did you mean by that, Mr. Taylor? 

A. The note account shown in the ledger agreed 
with the distribution of the notes. 

Q. That is, you checked and verified? 

A. As far as I remember, yes. 

I state so. 

Q. ‘‘Accounts receivable were reconciled and 
all accounts considered doubtful and uncollectible 
were set up in reserve for bad and doubtful ac- 
counts.” 

What do you mean that the ‘‘accounts receivable 
were reconciled ?”’ 

A. The detail of the list of the various accounts 
was proven to the total shown in the control of the 
accounts receivable ledger. 

Q. ‘Inventories were accepted as presented, but 
were verified as to accuracy of extension.” 

What do you mean by that? 

A. That is right, the inventory calculation was 
laid on the test, and I tested the calculation as to 
cost against correctness. I took one here and there 
to determine that they were reasonably correct. 

Q. ‘Milk routes.” This item was arrived at by 
taking the actual cost of development or purchase, 
[4108] whichever the case may have been, which, 
according to authority, a good milk route is valued 
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at $3,000 so that our routes as shown would have 
been very reasonable. 

What do you mean by “our routes”? 

A. The routes as shown on the ledger page as to 
the value set up appeared to be reasonable. 
Who set up that value? 
That was on the books. 
Who set up the value? 
I wasn’t doing the detail bookkeeping. 
Who set up the books at Issaquah Creamery ? 
. The books were set up before I started work- 
ing there. 
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Q. And when did you start working there? 

A. In 1928. 

Q. ‘‘Equipment.’’ Shows the cost of all equip- 
ment, in the opening of the books the appraisal was 
taken, General Appraisal Company made up the 
same. 

“Reserve for depreciation. All equipment has 
been depreciated as near as possible to the Federal 
Regulations.” 

What do you mean by that? 

A. The Federal Government, or the Treasury 
Department, publishes a form of depreciation, or a 
suggested depreciation rate of various types of 
equipment, [4109] and in making this analysis, I 
looked at the depreciation schedule to see as much 
as possible that the general rates were being carried 
out. 


Q. “Notes, accounts and cream check payable 
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accounts. Have been checked to the books and found 
to be in balance. A schedule is hereby attached.” 

By that you mean that you checked and recon- 
ciled the note accounts and cream check payable ac- 
counts with the books, didn’t you? 

A. That is what the report shows. 

Q. “Creamery Package Company. They hold six 
contracts amounting to $2,602.55, and an open ac- 
count of $9,233.24, a total of $11,875.79. The con- 
tracts appear to be well current, the open account 
was increased by the management with the under- 
standing that it would be paid as we could.’’ 

What do you mean by ‘‘paid as we could’’? 

A. J was secretary of the corporation. 

Q. You were secretary? A. Yes. 

Q. Not acting secretary, you were secretary ? 

A. I was acting secretary, yes. And had a quali- 
fying share, no ownership. 

Q. ‘‘Northwest Condensery Company. Balance 
appears on records as $6,825.00, which is correct.” 

How did you determine that? 

A. By the record. 

Q. ‘‘Contracts payable. Truck, stoker, and Frig- 
idaire contracts which are paid up to current date. 
See schedule.”’ | 

‘‘Misecellaneous. Notes in the amount of $2,900 
with the Bank are secured by King County war- 
rants in the amount of $3,014.19 which is shown 
in Accounts Receivable. 

‘Conclusion. Surplus account was increased in 
the amount of $2,632.38 to enter Real Estate that 
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Was 


not entered on the books when they were 


opened. The assets of $102,909.12 less the liabilities 


of $ 


M 
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you 
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52,309.80 leaving a capital and surplus of $50,- 


599.32 in my opinion reflects the true worth of your 
business as of December 31, 1932.” 

And you signed “lL. Hicks Taylor, Public Ac- 
countant,” didn’t you? 

A. Yes. May I see that document for a moment? 

The Court: Will this be an agrecable time for a 
recess ? 


r. Griffin: Yes, your Honor. 


The Court: Ladies and Gentlemen of the Jury: 
We will now take the mid-morning recess, and 
[4111] the Court calls your attention to the ad- 
monition given on similar occasions and asks that 


heed it on this occasion. 


(Whereupon, the Jury retired from the court 
room. ) 


1c Court: You may step down. 


The Witness: Thank you. 


(Whereupon, the witness withdrew from the 
witness chair.) 


The Court: Before we recess, A-91, is there 


p any 


objection 2 


The Clerk: A-90. 
The Court: Yes, A-90. 
Mr. Moriarty: We are examining it at this 


| time 


, your Honor. 


The Court: You are examining it? 


Mr. Moriarty: Yes, we just received it. 
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The Court: All right, we will recess for fifteen 
minutes. 

(Whereupon, at 10:32 o’clock a.m. a recess 
was had in the within-entitled and numbered 
cause until 10:45 o’clock a.m. April 16, 1954, at 
which time, Counsel and Defendants heretofore 
noted being present, the following proceedings 
were had, to-wit:) 

The Court: Before we call the Jury, I might 
[4112] advise Counsel I have just filed an original 
and a copy of a preliminary draft of the proposed 
instructions. 

Now, in filing them, I don’t want to indicate that 
I will not consider other instructions. 

There are, particularly as requested by Defend- 
ants there are, several requested by Mr. Taylor and 
Mr. Forster—yes, Mr. Forster—which I will hear 
argument on, and particularly I might, if you are 
interested in knowing which ones I would lke to 
hear argument on, I might tell you at this time. 

In regard to Mr. Forster, I will hear argument 
on requested 15, 21 and 24, which I take it involve 
the same matter. 22 

My. Moriarty: 138, 21—— 

The Court: 21 and 24 will involve, I think, the 
same theory. 

22, the last sentence. I think I have incorporated 
the first, and 25. 

Both for and in response. 

And, in Mr. Taylor’s requested, 22, 25, 28, 29, 30 
and alternates, and 34. 
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So that I will hear discussion on those at such 
time as is proper. 

I feel in the main that the Government’s requests 
are covered. [4113] 

Mr. Moriarty: When you said alternate 34, that 
means they have 

The Court: (Interposing) I think on 30, there 
were four or five alternates to it. 

Mr. Moriarty: At least four or five. 

The Court: In regard to the motion this morn- 
ing, Mr. Griffin, I don’t know that the Court acted 
on it. I will now deny it. 

My. Griffin: Very well. 

The Court: In regard to discussion on it, today 
or Tuesday ? 

Mr. Griffin: JI think Tuesday would be better to 
do it. All at onee. There may be another one in re- 
gard to this today. 

The Court: All right. 

Mr. Keesling, I meant to also state, you not hav- 
ing filed any requests, any, of course, that you may 
offer the Court will consider. You might file those 
you think are not covered. 

Myr. Keesling: Yes. 

The Court: You may eall the jury. 

(Whereupon, the jury was returned to the 
court room.) 

The Court: You may be seated. 

Tt is stipulated that the jury and all defendants 
are present in the court room? [4114] 

Mr. Moriarty: Yes, your Honor. 
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Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Your Honor asked, on A-90, if 
we have examined A-90 and we have in the recess 
examined it. I think Mr. Griffin offered Exhibit 
A-90. 

Mr. Griffin: Yes. 

Mr. Moriarty: We have no objection to the ex- 
hibit. 

Mr. Le Sourd: We will make the same objection, 
your Honor. It is irrelevant and immaterial, and 
improper cross-examination. 

Mr. Griffin: Perhaps your Honor would like to 
look at that? 

The Court: J think I will look at these, if I 
may. 

Mr. Griffin: Yes, sir; and reserve ruling on it? 

The Court: And reserve ruling on it. 

Mr. Griffin: That is offered for a different pur- 
pose. 

The Court: Yes, I understand it is for a differ- 
ent purpose. I recall, in connection with this case, 
are documents which were identified and not called 
to the attention of the Defendant Forster until 
1950, under the testimony. [4115] 

Mr. Griffin: Yes. 

Mr. LeSourd: No, your Honor. Many of these 
documents, the witness stated, were correspondence 
with the Issaquah office, rather than himself, but 
finally came into his files. Actually, there is a seri- 
ous problem of identification on many of them, but 
he stated that they were all in his file, eventually. 
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The Court: I will look them over, but if there is 
oceasion for argument or discussion, the Court will 
give you an opportunity. 

Mr. LeSourd: “Yes, sir. 

Mr. Griffin: I had finished reading the first two 
pages of Exhibit A-64. 

Q. (By Mr. Griffin): Now, those first two pages 
that I read, Mr. Taylor, are what you referred to 
as the certificate to your audit, is that right? 

A. Audit report, yes. 

Q. The first sheet is a balance sheet of the Issa- 
quah Creamery Company, showing assets broken 
down and habilities broken down, and referring to 
that sheet, Mr. Taylor, which is the third sheet of 
Exhibit A-64 entitled ‘‘Balance Sheet,’’ you pre- 
pared once each month from that time of December 
31, 1932, all through and ineluding at least Decem- 
ber 31, 1949, a balance sheet [4116] eomparable as 
to form and substance of sheet 3 to Exhibit A-64, 
did you not? 

A. Yes, from the general ledger, I prepared it. 

Q. And delivered such—when I say you pre- 
pared it, you prepared and delivered such a sheet 
generally once each month, sometimes omitting the 
month of December ? 

A. No month was ever omitted. 

Q. All right, once each month to Mr. Forster? 

A. Yes, without audit. 

The Court: Is that question through 1939? 

Mr. Griffin: 1949. 

The Court: 19492 
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Mr. Griffin: 1949. 

Q. (By Mr. Griffin): And did you submit any 
—you continued forth through 1949 during the first 
two months, did you not, of 1950? 

A. It is my recollection that I posted the books 
for the two months of 1950. 

Q. The fourth page is entitled “Issaquah Cream- 
ery Company, Profit and Loss, December 31, 1932” 
and broken down into sales, inventory, gross profits, 
operating expenses and eventually net profit, and 
including on that sheet a percentage breakdown; is 
that [4117] correct? 

A. That is what it displays, yes. 

Q. You continued from the time that you pre- 
pared A-64 to submit a comparable sheet once each 
month of profit and loss of the Issaquah Cream- 
ery Company to Mr. Forster, did you not, eliminat- 
ing at some point along the line the percentage 
breakdown that you had? A. Yes. 

Q. The next heading is Depreciation Schedule. 

Who prepared the Depreciation Schedule, Mr. 
Taylor? That is composed of one sheet. 

A. It is my recollection that I performed this 
service. 

@. The next are comparative balance sheets for 
January and December, 1932. 

From time to time, not necessarily monthly, but 
from time to time thereafter, you prepared and de- 
livered to Mr. Forster, did you not, comparative 
balance sheets for various months or periods? 

A. It is possible. I don’t recollect exactly. 


| 
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Q. The next heading are Accounts Payable, con- 
sisting of two pages. Did you prepare those pages 
of Accounts Payable, with the eventual total? 

A. Yes, I prepared these with this audit. 

Q. From what source did you obtain the infor- 
mation [4118] of the Accounts Payable? 

A. Mrs. Eck, or Miss Neukirchen, and J, 
eheeked out all the aecounts payable at the office. 

Q. How do you mean you cheeked out all the 
accounts payable? 

A. We went through all the bills and invoices 
and verified them. 

@. And then, next, is headed, one sheet, notes 
receivable, December 31, 1932, listing separately in 
amounts. Did you likewise cheek through at the 
Issaquah office the documents from which you ob- 
tained the information of the various payees of 
notes payable and the amounts due? 

A. As TI recollect, the notes themselves were in 


_ the office, and that was the balance showing at that 


time on the notes which agreed with the general 
ledger. 

@. You checked them? 

A. Yes, we cheeked them. 

Q@. And the next sheet is Notes and Contracts 
Payable, and the same is true, I assume, Mr. Taylor, 


of that breakdown? Aeates. 


Q. And the next shect are Accounts Receivable 


running for five sheets, a breakdown of each ac- 


\ 


count, is it not—that is, money due from whom and 
the amount? [4119] 
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A. That is a list of the various individual debt-— 
ors to the Issaquah Creamery Company. 

Q. From what source did you obtain that? 

A. From an accounts receivable ledger. 

Q. Did you check them? Aw I did : 

Q. Did you find them correct with the altera-— 
tions that you have made, assuming that those are 
alterations ? A. That is probably after. : 

Q. I am referring to pencil notations. And then 
a sheet, route drivers’ accounts at the top, and a 
recapitulation at the bottom of Accounts Receiv-_ 
able, Route Accounts, Bad and Doubtful accounts, — 
and a total? : 

A. That is a recapitulation, yes. 

@. And the next one, notes and accounts charged f 
with a breakdown of the name of the individual and 
the amounts. From what source did you-—— 

(Whereupon, the witness pointed to the ex- 
hibit.) 

Q. (Continuing) “Notes and accounts charged 
to profit and loss,’’ thank you. 

A. That is correct. 

Q. From what source did you obtain the infor- 
mation? Is that a write-off? 

A. That was made to profit and loss, yes. 

Q. From what source did you obtain the infor- 
mation [4120] to write off those notes? 

A. From the accounts receivable ledger and the 
note records. 

@. And then the next page is Accounts Receiy- 
able Recapitulation ? 
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A. (Witness nodded in the affirmative.) 

| Q. And the next “Bad and Doubtful Accounts, 
| Depot,’’ D-e-p-o-t (spelling) ? A. Depot. 


Q. Broken down; I assume you obtained that 
same information from the records? 
A. That is correct, from the records. 
|} Q. And the last page is simply a continuation 
of the bad and doubtful accounts, depot? 
A. That is what it appears to be, yes. 
Q. So, as of December 31, 1932, at the request 
of Hans Forster, President, Issaquah Creamery 
Company, you prepared this audit, A-64? 
A. That was prepared sometime early in 1933. 
Q. And you continued thereafter to prepare au- 
dit reports, did you not, for Mx. Forster and the 
| Issaquah Creamery ? 

A. I do not recollect that I did continue there- 
| after. 

Mr. Griffin: Will you mark this for identifica- 

tion? [4121] 
- The Clerk: Defendants’ Exhibit No. A-91 marked 
for identification. 
(Defendants’ Exhibit No. A-91 marked for 
identification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A- 
91 for identification, I will ask you what that is? 

A. Would you like me to describe this sheet? 

Q. Yes, if you will, please. First, you under- 
stand, it is for identification; it is not in evidence. 
A. This is a document I prepared. 

Q. By ‘‘document,’’ it is a ten-year period, 1938 


1 
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to 1947, document of Alpine Dairy operations, is it 
not? 

A. It is the profit and loss for those periods. 

Q. Including a balance sheet of Apex Farms, 
December 31, 1947? Ace That serial 

Q. And comparative profit and loss statement, 
Apex Farms, for the years 1946 and 77? 

A. That is correct. 


Q. And you enclosed it in that folder for de- 


livery to Mr. Forster, was it? 

A. This was apparently taken from my files. 

The Court: The question is, did you? 

The Witness: No. 

Mr. Griffin: I offer A-91. 

Mr. LeSourd: We have no objection, your Honor. 

Mr. Moriarty: We have no objection. 

The Court: A-91 may be admitted. 

(Defendants’ Exhibit No. A-91 admitted in 
evidence. ) 

Q. (By Mr. Griffin): As I understand you to 
say, sir, you did not enclose this statement in the 
jacket, in this folder? 

A. Those papers were returned to me, and I 
enclosed them in that jacket to remain in my files. 
When did you enclose them in this jacket? 
At the time they were returned to me. 
When was that? 

Probably in 1948, sometime. 

The jacket referred to is, you say, your files? 
That is correct; that is my cover, one of mine 
that J had in my ttt. 
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Q. And what is meant by ‘‘Auditor’s Report’’? 

A. When I made a complete audit of any set of 
books, or small sect of books, I used that cover. 

Q. How many complete audits have you ever 
made, Mr. Taylor? A. Not extensively. 

Q. From what source did you obtain the infor- 
mation for Alpine Dairy operations, ten year period, 
1938 to 1947? 

Might I have the schedule just to refresh— 
(Interposing) ‘This one? 

Might I have it, just to look at it? 
Surely. 

To the best of my recollection, these figures 
shown here were taken from the profit and loss 
statement shown on the individual income tax re- 
turn of Mr. Forster showing the Alpine Dairy oper- 
ations, except the last one of February 28th, and 
that was probably taken from my work sheet. 


PO Po > 


Q. Did I understand you correctly that you 
used the income tax returns prepared by you—I 
am not sure that I did—that you used the income 
tax returns of Mr. Forster as prepared by you to 
give Mr. Forster a ten-year period piecturization of 
the Alpine Dairy operations? 

A. On each tax return, I usually prepared a 
profit and loss statement and just took those profit 
and loss statements and assembled them in that 
ten-year [4124] period. 

Q. Nothing, then—insofar as Exhibit A-91 is 
eonecerned, of this ten-year picturization of the Al- 
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pine Dairy operations, nothing at all to indicate 
whether it is correct or not? 

A. It is taken from the tax returns, the profit 
and loss statements shown. 

Q. When did Alpine cease to be a part of Issa- 
quah Creamery, what year? A. 1940. 

Q. So then you didn’t take the years 1938 and 
1939 from Mr. Forster’s tax returns, did you? 

A. It is possible that I took them from the Issa- 
quah Creamery work sheets for those first two 
years, but the Alpine Dairy would have a profit 
and loss statement separate from the Issaquah 
Creamery. 

Mr. Griffin: Will you mark this? 

The Clerk: Defendants’ Exhibit A-92 marked 
for identification. 

(Defendants’ Exhibit A-92 marked for iden- 
tification.) 

Q. (By Mr. Griffin): Handing you Exhibit A-92 
for identification, what is that? 

A. That is a balance sheet and profit and loss 
[4125] statement of the Issaquah Creamery Com- 
pany, Incorporated, as of December 31, 1933. 

@. Prepared by you? A. Yes. 

Mr. Moriarty: 19337? 

Mr. Griffin: 1933. The last one was 1932. 

Mr. Moriarty: No objection. 

Mr. LeSourd: If your Honor please, this docu- 
ment, I completely fail to see any relevance or ma- 
teriality. I have examined these other documents 
he was offering on this question of audit. This one 
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has nothing of any kind. It is similar in form to 
the balance sheets and profit and loss statements 
which were made for the years in question, which 
had no authorization or signature or letter attached, 
or anything else. 

I fail to see the purpose of it, and object to it 
on that ground, your Honor. 

The Court: Well, I take it it is offered to show 
the nature of the work being done in a period which 
may have had some bearing on the 

Mr. Griffin: (Interposing) On the latter period. 

The Court: (Continuing) —M——on what work 
was done later. 

I would admit it conditionally, and if [4126] it 
would appear afterward as not material 

Mr. LeSourd: (Interposing) I have no objec- 
tion as thus restricted, but, 1f admitted generally, 
it is admitted for the purpose of bringing some 
issue up in the year 1933 and it would have nothing 
to do with this case. 

The Court: Well, I think we will overrule objee- 
tion, and if some testimony comes in and upon some 
eround it may be properly moved against, you may 
make a motion. 

Mr. LeSourd: Very well. 

The Court: It may be admitted. 

(Defendants’ Exhibit A-92 admitted in evi- 
dence.) 

Mr. Griffin: I will be asking questions which may 
reflect on your Honor’s ruling. 

Q. (By My. Griffin): A-92, the Issaquah Cream- 
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ery Company balance sheet for December 31, 1933, 
and profit and loss statement December 31, 1933, are 
they comparable statements to that which you just 
testified to for the year 1932 in Exhibit A-64; is that 
correct ? 

Mr. LeSourd: Objected to. One is an audit, and 
the other is not. 

The Court: It is up to the witness to answer 
the question. If the witness desires to see it, he may. 

The Witness: Is there a question? 

Myr. Griffin: The question is: 

Q. (By Mr. Griffin continuing): The balance 
sheet and profit and loss sheet in Exxhibit—what is 
it, A-91?-A-92, are comparable to the balance sheet 
and profit and loss sheet shown in A-64? 

A. They are comparable in form only. 

Q. In A-64, under fixed liabilities, what is this 
item of ‘‘Hans Forster, $13,526’’? 

Mr. LeSourd: Objected to as irrelevant and im- 
material, and not proper cross-examination. 

The Court: I think it is preliminary. The Court 
will overrule objection at this time. 

I didn’t get the question as to the figures, Mr. 
Griffin. 

Mr. LeSourd: I don’t see where this is prelimi- 
nary. He is going back into some figures back in 
1932 and 1933. As far as I ean see, it is utterly 1m- 
material to the ease. 

My. Griffin: Thirteen thousand—— 

The Court: (Interposing) It may be. I don’t 
know. 
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hr, Gritan: $18,526. [4128] 

Oe (by Mr. Griffin continuing): What is that 
item, Mr. Taylor? 

The Court: That is A-64, now? 

Mr. Griffin: Yes, your Honor. 

The Witness: Yes. 

A. I did not comment on it. From my recollec- 
tion, it is possibly undrawn salary, and might be 
some contribution, too. 

Q. (By My. Griffin): In Exhibit A-92, what is 
the item under ‘‘Liabilities,’’ ‘‘Hans Forster $20,- 
509.50” ? 

Mr. LeSourd: Same objection, your Honor. 

The Court: Well, I think the Court will overrule 
the objection. 

A. It would be my recollection it would be either 
the undrawn salary, or maybe some contribution of 
money to the company. 

The Court: JI wonder if it wouldn’t be a little 
clearer if we had a fuller statement of what that 
item is and where it is carried, Mr. Griffin? 

Mr. Griffin: You mean the exhibit? 

The Court: In the exhibit, yes. 

Mr. Griffin: In A-64, it is an item under Liabili- 
ties, sub-item “fixed liabilities,’’ the last item under 
fixed liabilities, of which there are four, and [4129] 
Hans Forster is under fixed liabilities. 

The same is true as to Exhibit A-92, except there 
are two items under fixed habilities; one is Hans 
Forster. 

Q. (By Mr. Griffin): From what book or record 
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in either 1930—at the end of 1932, or the end of 
1933, would you pick up for entry to these balance 
sheets these items showing that Issaquah Creamery 
owed Hans Forster so many dollars and so many 
cents ? 

A. The bookkeeper would enter Mr. Forster’s 
$2,000 a month salary to the debit, or to the charge, 
of management salary, and credit Mr. Hans Forster 
with $2,000. Then, whatever he withdrew would be 
charged against that account. 

Q. And that was an account where anything else 
he withdrew in personal items would be charged, 
would it not? 

A. That would be possible, yes. 

Q. And Mr. Forster’s salary in 1932 was $2,000 
a month? A. As TI recollect, yes. 

Q. Which he did not draw? 

A. Did not always draw all of it, no. 

Mr. Griffin: Will you mark this document for 
[4130] identification ? 

The Clerk: Defendants’ Exhibit A-93 marked 
for identification. 


(Defendants’ Exhibit A-93 marked for iden- 
tification.) 

Q. (By Mr. Griffin): Handing you Exhibit A- 
93 for identification, what is that document, Mr. 
Taylor? 

A. This is a balance sheet and profit and loss 
statement and a comparative increase and decrease 
of balance sheet items, and I have listed the notes 
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receivable, accounts receivable, and contracts pay- 
able in conjunction with it. 

Mr. Griffin: That is for the year ending Decem- 
ber 31, 1934. 

Mr. Moriarty: 1934, Mr. Griffin ? 

Mr. Griffin: Yes. 

Mr. Moriarty: We have no objection, if the 
Court please. 

Mr. LeSourd: Jf the Court please, we have no 
objection to A-93 if limited to show the work Mr. 
Taylor was doing during this period, which I as- 
sume is the purpose. 

The Court: It may be introduced, and if used 
for any particular purpose otherwise, you will have 
to [4131] make objection as we proceed. 

Mr. LeSourd: Yes. 

The Court: <A-93 will be admitted. 

(Defendants’ Exhibit A-93 admitted in evi- 
dence.) 

Q. (By Mr. Griffin): Now, Mr. Taylor, I wish 
you would look at Exhibit A-92, under accounts re- 
eeivable, for December 31, 1933, and Exhibit A-93, 
your comparative statement of accounts receivable, 
for the same date, and I will ask you if your bal- 
ance sheet of A-92 does not show accounts receiv- 
able, $836.96 —$18,360.96 ? 

Mr. LeSourd: Is that the end of the question? 

Mr. Griffin: That is the end of the first question. 

Mr. LeSourd: JI will object on the ground, your 
Honor, it is irrelevant and immaterial and improper 
eross-examination. 
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The Court: I take it again it is preliminary. It 
may not be. The Court will have to overrule the ob- 
jection, and consider a motion to strike, if there is 
one. 

Q. (By Mr. Griffin continuing) The item is 
$18,360.96, is that correct? [4132] 

A. I don’t see any figure that compares with 
that anywhere. 

(Whereupon, Mr. Griffin indicated a place in 
the exhibit.) 

Q. The accounts receivable, Mr. Taylor, as 
shown by you in 1933 are in what amount? 

A. $20,444.00. 

Q. Yes, sir; what are they for the same time, 
as you have made a comparative statement, in Ex- 
hibit A-92? 

Mr. LeSourd: Same objection, your Honor. 

Q. (By Mr. Griffin continuing): They are $18,- 
360.96, aren’t they? 

Mr. LeSourd: Just a moment. They ask two 
questions. A-92 and 1933 are for the same year. I 
am a little confused. 

Mr. Griffin: I don’t wonder. I will withdraw the 
question and get back on these exhibits. 

Q. (By My. Griffin continuing): The year— 
A-92, the year 1933, the accounts receivable, you 
show them $20,444, is that correct ? 

A. That is a combined accounts receivable, yes. 

Q. In A-93 for the year 1934 in your compara- 
tive [4133] statement, you show that same item, 
$18,360.96, for the year 1933, don’t you? 
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A. It is possible there was an adjustment. I 
don’t know. I can’t recolleet back all that length 
of time and tell you. 

Q. Jam just asking you to look at the two docu- 
ments, sir. 

A. They are not comparative in any way. You 
can’t make a eomparison. 

@. Oh, you ean’t? A. You can’, 

Mr. LeSourd: Your Honor, I would like at this 
time to again raise my objection and move to strike 
this testimony. We are getting so far afield here in 
comparing particular items in 1933 and 1934 we 
could go on for six months on this. I think it is 
entirely improper. 

The Court: It eould be. I will have to proceed 
here, and the Court, after we have concluded the 
session, next Tuesday, will consider the motion, if 
you wish, Mr. LeSourd. You may proceed. Objee- 
tion overruled. The motion is denied at this time, 
subject to your urging it again, if vou wish. 

© (sy Mr. Griffin): Mr. Taylor, in Bxlibit 
A-92, for the year 1933, [4134] you have written, 
have you not, accounts receivable, $20,444 as of 
December 31, 1933? 

A. That is on the paper there, yes. 

Q. In Exhibit A-93, for the year 1934. entitled 
Comparative Balance Sheet, January 1, 1934, which 
would be December 31, 1933, would it not? 

Mr. LeSourd: Object to that assumption, your 
Honor. January Ist is not December 31st. There 
may be year-end adjustments. 
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Mr. Griffin: That is correct. 

Q. (By Mr. Griffin continuing): In accounting, 
is it not that the December 31st balance is the start- 
ing balance for January 1st? 

A. It would depend upon the circumstances. 

Q. Would it depend on whether you charged 
something off to equipment? That is what I am 
getting at. 

Mr. LeSourd: Object to the question. 

Mr. Griffin: That is the question. That is where 
we are leading, if the Court please. 

Mr. LeSourd: Object to the question and it is 
irrelevant and immaterial, and improper cross-ex- 
amination. 

The Court: The first question was a general 
question. The question now is a specific question, is 
that correct? [4135] 

Mr. Griffin: Yes, your Honor. I will withdraw 
both of them and start over, if I may. 

Q. (By Mr. Griffin): Is the starting balance of 
January Ist, in accounting practice, of any year, 
the closing balance of December 31st of the previ- 
ous year? 

A. Yes, we will agree with you. 

Q. All right; so that, in Exhibit A-92 the cash 
balance, December 31st, 1933, is $1,023.95, isn’t it? 

A. That is correct. 

@. And in your comparative statement is the 
identical cash shown January 1, 1934? 

A. That is correct. 

Mr. LeSourd: If the Court please, will the rec- 
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ord show our continuing objection to all these ques- 
tions without having to raise it each time on the 
same ground? It is improper cross-examination and 
irrelevant and immaterial. 

The Court: Are you addressing your objection to 
these specific items in these several exhibits? 

Mr. LeSourd: To this line of questioning on 
these items back in 1933. 

The Court: The record may show the objection 
without being specifically made. [4136] 

Mr. Griffin: Yes, your Honor. Back to the ques- 
tion: 

Q. (By Mr. Griffin): As to cash and notes re- 
ceivable, those two items in your comparative state- 
ment are identical, aren’t they? 

A. That is correct. 

Q. Your third item in Exhibit A-92 for the year 
1943 is accounts receivable, $20,444? 

A. That is correct. 

@. The accounts receivable item in Exhibit A-93 
is what? 

A. It is $5,426.00 and $12,934.96 on a schedule 
that is completely foreign from this. They are not 
comparative in any way. You cannot compare this 
statement with that statement, because they are not 
made out similar, and you must have statements of 
a similar nature to check back and forth. 

Q. I thought—— 

A. (Interposing) No, they are not the same. 
This is a balance sheet. This is a comparative figure. 
There may be adjustment. 
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Q. By that 
A. (Interposing) I mean that the two cannot 

be compared. You must have this same type of a 

statement in [4137] both periods to compare them. 

Q. A-93 

A. (Interposing) That was a comparative state- 
ment. This is not. This is a straight balance sheet 
with all the accumulated accounts receivable shown 
in one item. 

Q. You supplied Exhibit A-93 to Hans Forster 
so that he could compare the balance sheet of 1933 
with the balance sheet of 1934, didn’t you? 

A. Mr. Griffin, you have heard testimony here of 
Mr. Beadon Hall, have you not, and this was pre- 
pared at the special request of Mr. Beadon Hall for 
the bank at Issaquah. 


Q. Delivered to Mr. Forster? 

The Court: When you say “this,” you are speak- 
ing of which one? 

The Witness: You have on Exhibit A-93 there 
what we call a comparative balance sheet showing 
the increase and decrease of assets during the year 
at the closing of the year. Here we have just the 
balance sheet that shows a total of all accounts re- 
ceivable. It is not the same form at all, the two. 

Q. (By Mr. Griffin): Mr. Taylor, A-93 is a 
comparative balance sheet of Issaquah Creamery 
Company, headed by you, [41388] “Comparative Bal- 
ance Sheet, as between January 1, 1934 and Decem- 
ber 31, 1934,” isn’t it? A. That is correct. 
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Q. The first item on that sheet of current assets 
is the same identical item as on A-92, cash, and 
the amount you have testified to, isn’t it? 

A. Yes, it agrees. 

@. And the second is notes receivable, and the 
amounts you have testified to, isn’t it? 

ie 6es. 

Mr. Moriarty: Object to the form of the question 
as argumentative, if the Court pleasc. 

Mr. LeSourd: Also, your Honor, I will object. 

The Court: Objection overruled. 

Q. (By Myr. Griffin): And the third item, Mr. 
Taylor, in these two sheets are accounts receivable, 
aren’t they? 

A. There are two items of accounts receivable. 


Q. You would combine them for aceounts receiv- 
able, could you not? 
A. There could be another account in another 


_ place that is an accounts receivable to make a com- 


parative statement. This is an analysis of what we 
eall accounts receivable. This is a breakdown to 
show increase. They are two distinct and separate 
statements that tell a [4139] different story. 

Q. And it was a separate and different story 
through all these years in these statements that you 
were making that you were telling Hans Forster, 
wasn’t it? 

Mr. LeSourd: Object to the form of the question. 

The Court: Objection sustained. 
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Q. (By Mr. Griffin continuing): I go back to 
my question, sir, under your answer: 

The accounts receivable for December 31, 1933, 
were $20,444 as you have written it, is that correct, 
still ? 

A. That is the accumulation of the accounts re- 
ceivable at the end of that year. 

Q. In the comparative statement, you put down 
accounts receivable approximately two thousand 
dollars less, don’t you? 

A. No, there is no disagreement in the accounts 
receivable. If the work sheets were here, I could 
show you. 

Q. Now, whether you had work sheets or not, 
before you, would you say that for the year ending 
1933 you show warrants $4,767.01? 

A. Sure, it is there. 

@. And for the same identical date on your 
[4140] comparative statements, you show these 
same identical warrants, $3,767.01, don’t you? 

A. Sure. 

@. Why the discrepancy between city warrants 
or county warrants for the same date? 

A. Mister, when you have figures to work out 
for comparative purposes, many times you shift fig- 
ures out of one account to another to determine 
some information you want, and that was what ap- 
parently has been done, but I cannot tell you with- 
out the records to check it back. I don’t remember 
from 1933 whether he had two dollars or ten dol- 
lars. 
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Q. Isn’t the purpose of a set of books and of 
accounting not to get something that you want, but 
to get the facts? 

Mr. LeSourd: Objected to as argumentative. 

Mr. Griffin: =Well—— 

A. Apparently, Mister—— 

Mr. LeSourd: Just a moment. Was there a rul- 
ing? 

The Court: No, I didn’t rule. It would appear 
to me that the question is argumentative and im- 
material, is it not? 

Q. (By Mr. Griffin): What is the purpose of a 
set of books kept by [4141] a firm or an individual? 
A. To determine their condition at all times. 


Q. And among other things, so that they can 

make a true determination of income and tax pay- 
_able to the United States Government, isn’t it? 

A. Providing all people cooperate in the de- 
velopment of those books. 

Q. And you have suggested a moment ago in 
your answer that perhaps this was done to get 
something that you wanted in regard to this differ- 
ence in warrants. 

Mr. LeSourd: Objection. 

Q. (By Mr. Griffin continuing): What could 
you want for Hans Forster except the actual facts? 

Mr. LeSourd: Object to the form of the ques- 
tion; an assumption of facets and argumentative. 

The Court: I believe he is referring back to an 

answer given in explanation. 
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Mr. Griffin: Yes, sir. 

The Court: You may answer. 

A. We were trying to analyze our figures for 
Mr. Beadon Hall. 

Q. (By Mr. Griffin): The accounts payable—I 
suggest this first: [4142] 

Mr. Moriarty: Referring to what exhibit, Mr. 
Griffin ? 

Mr. Griffin: I withdraw that question, and I am 
starting over. 

Mr. Moriarty: What exhibit are you holding so 
that we will know? 

Q. (By Mr. Griffin): In A-92, Mr. Taylor, Ae 
counts Payable as prepared by you for December 
31, 1933, are $25,278.32, are they not? 

A. On this particular report on Exhibit A-92, 
yes. 

Q. And on A-93, and I understand now you say 
that you prepared A-93 for a banker, is that right? 

A. At his request, yes. 

Q. Instead of your showing the accounts pay- 
able by Issaquah Creamery Company at $25,278.32, 
you showed accounts payable only of $9,546.55, 
didn’t you? 

A. Mr. Griffin, did you—— 

Q. (Interposing) Is that what you show? 

A. I am referring to this statement. It shows 
accounts payable $9,546.55, milk drafts payable, 
$7,045.61, and it shows other accounts, other con- 
tracts, that are all shown on this accounts payable 
to make them [4143] $25,000. 
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Q. Are you sure of that, are you? 

A. They are in there. This was made from the 
books, and the ledger, and they will prove out, and 
if he will bring the books and ledger here, we will 
prove them out for you. 

Q. From the books? 

A. And the ledger and work sheets can be 
proven, every point of it. 

Q. What hooks did you use other than your 
ledger? 

A. I used the ledger in preparing that, yes. 

Q. Did you deliver a copy of Exhibit A-93 to 
Mr. Forster, this comparative balance sheet? 

A. It was delivered to him, and Mr. Forster and 
I diseussed it with Mr. Beadon Hall. 

Q. For the purpose of a loan, was it? 

A. It was for the purpose of finaneing Mr. Fors- 
ter through that critical period as Mr. Beadon Hall 
referred to. 

Q. Would that account in part for the faet that 
the one statement delivered to the Bank, the ac- 
counts payable were $9,546.55 and on the same date, 
you show accounts payable $25,278.32? 

Mr. LeSourd: Your Honor, J will object to this. 
The witness read from this exhibit a number of 
other [4144] accounts payable. One of these exhibits 
are broken down into separate items, and in the 
other, they are in a Jump sum and with Counsel’s 
presentation, it is asking an improper question or 
making an assumption improper to the exhibit. 

The Court: Well, the Court will discontinue for 
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the day, and will reserve the question and the ruling. 

Ladies and Gentlemen of the Jury: 

We will now recess until Tuesday, at ten o’clock. 
The Court calls your attention again to the ad- 
monition given you on the occasion of the week-end 
recess, and you are to be cautious not to confer 
among yourselves or with anyone on the outside re- 
garding any matters that may relate to the merits 
of this case, and be cautious you do not read news 
accounts or listen to newscasts that may relate to this 
case or any matters involved therein. So that, if you 
will, bear that caution in mind. Be cautious likewise 
not to make any conclusions or arrive at any con- 
clusions in regard to the merits of this case until 
it is finally submitted to you for your verdict. 

You will now be excused until Tuesday at ten 
o’clock. 

(Whereupon, the Jury retired from the court- 
room.) [4145] 

The Court: It is stipulated the Jury have left the 
courtroom ? 

Mr. Griffin: Yes, your Honor. 

The Court: On this line of questioning, on Mon- 
day—or Tuesday, rather, if Counsel wish to state 
the purpose. I take it, ordinarily, in this type of 
examination, the Court would not ask Counsel to 
state the purpose. We have gone a long ways here, 
and there is some indication it may be subject to 
some statement or purpose. 

Mr. Griffin: Yes, your Honor. 

The Court: And so, when we take up again, we 
will go into that. 
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Mr. LeSourd: May I say to the Court that this 
entire matter of going into these completely tr- 
relevant things, and particularly with the manner 
of questioning, if the manner of questioning, which 
I think is highly prejudicial, were done by the 
United States Attorney, I think it would clearly 
subject this case to a mis-trial, and since Mr. Griffin 
is in effect prosecuting this defendant, I am going 
to take the position that it is just as if the United 
States Attorney were going into this line of ques- 
tioning, and I am going to move for a mis-trial, 
your Honor, if it persists. 

Mr. Moriarty: We refuse to accept the nomina- 
tion. [4146-47 ] 

So Mgt ty eal fra 

The Court: Mr. Griffin, do you have a matter? 

Mr. Griffin: Your Honor desired me to make a 
statement as to the purpose of this line of exhibits. 

The Court: Particularly, I had in mind the pur- 
pose of not the exhibits, but particularly the line 
of examiation with relation to the particular fig- 
ures that were gone into apart from the drawing 
account. That was the only matter. 

Mr. Griff: The purpose of that, the materiality 
of it and purpose of it, which will become quite evi- 
dent as I proceed, if permitted so to do, is this: 
notwithstanding the statement of Counsel as to my 
eross-examination of Mr. Taylor as to a matter of 
guilt, while my personal view is of no importance, 
I have no thought that Mr. Taylor was in reality 
consciously cognizant of what he was doing, or that 
he was consciously endeavoring to assist in evading 
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income taxes insofar as Mr. Forster was concerned, 
but the things that he did reached that result, and 
our defense in this case, of course, is the reliance 
upon Mr. Taylor, and that the faulty bookkeeping 
on his part caused this situation. Now, then: these 
statements that I am using meet this situation. They 
show precisely [4156] what Taylor did. They show, 
as we proceed, how he did it and not as stated by 
him. They show on their face the pattern of the 
accounting that he rendered to Mr. Forster, and 
they show on their face, the inconsistencies between 
one month and another, in one year, and the later 
year. 

They show on their face, other inconsistencies 
between the same statements for the same month, 
and the same year-end statements supphed to Mr. 
Forster in the very statements themselves, and that 
is why I am going into those figures. They were 
apparently picked out of the air. 

For example: Take cash. T'wo statements for the 
same period. One will show a substantial plus cash, 
and the other, minus cash—overdrafts. 

tT am using those, without going into further 
detail, unless you want me to. 

The Court: No. 

Mr. Griffin: To how just what he was doing 
and what he gave Forster, and I propose to argue 
eventually from that, and if Forster had been— 
had known anything about accounting, this thing 
would have been picked up years before, because in 
the Indictment period, we have the same situation; 
no conversation because the pattern was laid before, 
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and it just took [4157] its natural course. That is 
the purpose of it. It will not be too long. It wil 
take about a period to go through the rest of these 
down to the ones im evidenee, 

The Court: Mr. LeSourd? 

Mr. LeSourd: Jf the Court please, I would like 
to take a moment to outline what we feel are the 
issues in the ease, and what we feel is the per- 
missible scope of evidence, relevant evidence, in this 
ease, and particularly under direct examination. 

It seems to me that this case comes down to some 
very casily definable issues. The evidence of the 
Government shows in the first place, receipts in sub- 
stantial number, both cheeks and cash, which came 
into Issaquah and were not recorded on the books 
and were put in a savings account. 

Now, that is one sharply defined issue in the ease. 

Another one are personal expenditures by Mr. 
Forster paid by business checks and charged to 
business expense. There is another sharply defined 
issue 1n this case. 

Then, in addition, there are several issues in- 
volving subsidiary companies—the Renton Ice sal- 
ary payments,—there is the Finstad and Utgard 
transaction [4158] involving payments to Mrs. Fin- 
stad, and there is the Simonson and Forster $100 
cheeks in 1948 and 1949. 

Those are sharply defined issues, and in reality, 
that is what the case is all about. That is what the 
Government’s case comes down to. 

We have put Mr. Taylor on the stand, and he 
has testified on each of those direct issues, but here, 
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we are going into a matter of figures for other 
years, and in Mr. Goran’s testimony, Mr. Griffin 
went into the matter of all sorts of accounting fig- 
ures, both monthly as well as year-end, in the period 
covered by the Indictment, all of which your Honor 
has nothing to do with the direct issues in the case, 
and if we try to compare back in 1933 one state- 
ment with another, that is twenty years ago. There 
may have been a myriad of adjustments that would 
cause the difference in two different statements re- 
flecting a situation as of that period, and if we are 
required to try to resurrect all sorts of accounting 
adjustments not in this issue whatsoever, and in 
reality have no direct bearing on who was respon- 
sible for not putting these receipts in the books, we 
may be here some time on it, and I don’t like to 
continually object to the evidence going in, your 
Honor. It is not something that is good for my posi- 
tion before the Jury, but I feel the thing has gone 
to such a [4159] wide scope that it is entirely im- 
proper, either as cross-examination of as relevant 
to the case as a whole. 


The Court: Well, as I have indicated before, and 
I believe, as all Counsel realize, the issue in this 
case, as it will go to the Jury, is essentially one of 
knowledge and intent on the part of the Defendants. 


The failure to pay tax, the fact that there was 
an amount due, that was not paid, you might say, 
is conceded. I don’t think there is any question 
about that. The issue now then is: Did these De- 
fendants individually, Mr. Forster, Mr. Taylor and 


Unted States of America 1947 


Mr. Erickson, have knowledge, or should have 
knowledge ? 

Mr. LeSourd: Your Honor, they can’t be con- 
victed just for “should have knowledge.” 

The Court: Have intent. 

Mr. LeSourd: Yes. 

ihe Court: So that, therefore, all this is going 
in on that issue, and, of course, there is a limit to 
the extent which the Court should permit either 
direct or cross-examination with respect to that 
issue. 

It has been my belief, in ruling on these exhibits 
and on certain questions as they are put, that in 
connection with Mr. Taylor’s cross-examination 
that he, [4160] having testified, and the record hav- 
ing shown that he represented these companies as 
an accountant, or in some capacity with the books, 
and as an officer from 1928 on, that some examina- 
tion is permissible covering that. 

Now, the problem that was bothering me at the 
close on Friday was not the general showing, but 


the specific items when they came to accounts pay- 


able or accounts receivable, I believe, as they were 
covered. 

When the issue of knowledge and intent is so 1m- 
portant in this case, I feel that the Court must 
go farther than might otherwise be advisable, par- 


ticularly in view of the position of the Defendant 


in this case. Therefore, I have permitted and ruled 
on evidence as it has been offered, with that thought 
in mind. I have stated my position generally, and I 
don’t know that I can make any further statement, 
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and Counsel will have to proceed as they see fit as 
We go ahead. 

I don’t know, is there any further question 
Counsel wishes to put as to the Court’s view, admit- 
ting that you do not agree with it, perhaps—con- 
ceeding that? 

Mr. Moriarty: I think, if the Court please, 
[4161] there should be some limitation on these 
isolated instances of the Excise Tax Returns, and 
other things that Mr. Taylor may have signed in 
the past as Auditor in view of Mr. LeSourd’s stipu- 
lation. 

The Court: I think I have ruled on a number 
of those. 

Mr. Griffin: I am sufficiently satisfied with the 
auditor ruling of the Court, and I do not intend to 
make any offer of proof in that particular, except 
that the usual exceptions to the refusal of the docu- 
ments is all, because I think it is covered. [4162] 
a GS Ge Be Se 

L. HICKS TAYLOR 
upon being recalled as a witness for and on behalf 
of the Defendant Taylor, and having been previ- 
ously duly sworn, testified as follows: 


Cross Examination 
The Court: I believe the record shows a question 
and objection. Do you wish to strike that, Mr. Grif- 
fin, and restate it ? 
Mr. Griffin: Yes, I will drop that particular one, 
and proceed with another exhibit, if the Court 
please. 
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(Testimony of L. Hicks Taylor.) 

Will you mark that? 

The Clerk: Defendants’ Exhibit A-94 marked 
for identification. 

(Defendants’ Exhibit No. A-94 marked for 
identification. ) 

Q. (By Mr. Griffin): Mr. Taylor, did you pre- 
pare these balance sheets, profit and loss statements, 
for Mr. Forster or Issaquah Creamery with any 
more care when you were delivering same to a bank 
than you did when delivering to Mx. Forster only? 

A. May I look at that work sheet, please? 

Q. J am just asking the general question at the 
present time. [4165] 

A. The care was the same at all times. 

Q. Thank you; handing you Exinhit A-94 for 
identification, I will ask you if this is the balance 
sheet, profit and loss, and so on, for November, 
1935? 

Mr. LeSourd: What organization, Mr. Griffin? 

My. Griffin: Issaquah Creamery. 

A. Yes, I prepared those. 

Q. (By Mr. Griffin): And is this your writing: 

“Given to Issaquah State Bank, December 30, 
1935”? A. That is correct. 

Mr. Griffin: A-65 and A-66, please. 

(Whereupon, exhibits were handed to Mr. 
Griffin by the Clerk.) 

Mr. LeSourd: If your Honor please, we make 
the same objection, that it is completely irrelevant 
and immaterial and improper cross-examination. 

Here is a month-end statement back in 1935. 

The Court: Objection overruled. 
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(Testimony of L. Hicks Taylor.) 
(Defendants’ Exhibit A-94 admitted in evi- 
dence.) 

The Court: (Continuing) I believe at this time 
I will advise the Jury that in connection with cer- 
tain testimony that is now coming in, certain [4166] 
exhibits, these are not to be considered by the Jury 
as having any bearing on the issue of tax evasion in 
the—insofar as tax is involved in the years in- 
volved, namely for the years 1945 to 1949, inclu- 
sive. They are to be considered, if they have any 
bearing, if the Jury so finds, insofar as it may 
relate to knowledge and intent of the parties inso- 
far as the circumstances of the transactions covered 
by the evidence may have some relationship upon 
knowledge and intent for the years involved. 
Whether they do or not is a matter for the Jury 
to determine. 

Mr. LeSourd: If the Court please, I wish the 
record to show our objection to the statement of 
the Court in implying that there could conceivably 
be any relationship in these documents to knowledge 
and intent in the years here involved whatsoever. 
We feel it is improper and we wish the record 
clearly to show our objection to such a statement. 

The Court: The Court will say for the record 
that if Counsel believes the Court has misstated 
the law and wishes to submit what he conceives to 
be the proper statement of the law you may sub- 
mit the instruction and the Court will consider it. 

The Court does not indicate that these [4167] 
matters do have any—necessarily have any—bear- 
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ing, but they may have, in determining what the 
circumstanees were, what the practices were in the 
yearly years, as between Mr. Taylor and Mr. For- 
ster, and his companies. They may establish, if you 
so find, a course of transactions or accounting pro- 
eedures or relationships that in some way may have 
a bearing on the issue of intent or knowledge. 

T don’t want you to think that the Court’s com- 
ment on that is in any way binding upon you as 
to what your finding shall be from the evidence. I 
merely advise you so that it may be of some help 
to you in understanding why it is being permitted. 

Mr. LeSourd: I wish the record to show our 
objection to the further remark on the same 
grounds. 

The Court: The reeord may so show. 

Q. (By Mr. Griffin): Exhibit A-94, Mr. Taylor, 
you prepared this and made the memorandum that 
you delivered it to the Issaquah State Bank, Decem- 
ber 30, 1935? 

A. ‘That is the notation made at the top of this 
form, yes. 

Q. That includes balance sheets and profit and 
loss statements, that exhibit, doesn’t it? [4168] 

A. It does not. 

Q. Excuse me. This is your typewriting at the 
head, is it not? ie lt is. 

Q. Issaquah Creamery Company, Incorporated, 
balance sheet, November 30, 1935? 

A. That means just what it says. 

Q. That is not a balance sheet? 
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A. That is a balance sheet, and that was what 
was delivered. 

Q. My question was, it included balance sheets 
and profit and loss? 

A. I said it did not. I did not deliver any profit 
and loss sheet. This was the only sheet delivered 
to Mr. Hall. 

Q. I see, you did not deliver the rest of it? 

A. I did not. 

Q. I misunderstood you. 

I am sorry. The exhibit, however, includes the 
profit and loss statement for November 30, 1935, 
does it not? 

A. This is the monthly work sheet, yes. 

Q. And also includes with profit—a separate 
profit and loss statement for November 30, 1935, 
with a complete breakdown of every item of mer- 
chandise, doesn’t [4169] it? 

A. Yes, this is quite a complete statement. 

Q. Yes, quite a complete statement? 

A. Yes. 

Mr. Griffin: And so the Jury will know what I 
am referring to on that breakdown is the sales of 
butter, cheese, condensed, curd, sweet cream, raw 
skim, ice cream, bottle milk, commercial cream, 
whip, bars, casein, pot, miscellaneous. 

Q. (By Mr. Griffin): That is correct, isn’t 1t? 

A. That was prepared by the office at Issaquah 
for me, and I copied it on there. 

Q. You just copied it? A. That is right. 
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Q. And in this exhibit, the Hans Forster account 
is $22,930.41, is that right? 

A. That is what it displays, yes. 

Q. The month of November was generally a los- 
ing, or loss month, in this business, was it not? 

A. Not always. 

Q. Was the month of November a good month 
profitwise in the Creamery business ? 

A. Ita not a banner month, but it didn’t al- 
ways lose money. [4170] 

Q. Exhibit A-94, what was the situation for the 
month of November 30, 1935, as shown by you— 
by that exhibit? 

A. In that month, being in 1935, the sales were 
only $28,000 and they lost $416 that month. 

Q. What is this item, net loss, for the period? 

A. The accumulated sales were $150,000 and the 
net loss shows. The net loss shows $3,095.44 for 
the eleven months. 7H 

Q. Mr. Taylor, I noticed in reading what was a 
typewritten figure, you looked at some figures on 
the work sheet. Do you have to consider the work 
sheet in connection with the statements to be able 
to read them? 

A. Not necessarily. This is a little bit blurred. 
The earbon was blurred, so I looked over here to 
verify the figure. 

Q. Will you put a cross at that $3,095.44 that 
you say was blurred, if you will, please? 

A. These two figures here. 

Q. Thank you. 
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Mr. Griffin: Will you mark this December 31, 
1935, for identification, please? 

The Clerk: Defendants’ Exhibit A-95 marked 
for identification. [4171] 


(Defendants’ Exhibit A-95 marked for iden- 
tification.) 


Q. (By Mr. Griffin continuing): Mr. Taylor, 
handing you Exhibit A-95 for identification, I will 
ask you what that is? 

A. This is the work sheet from the Issaquah 
Creamery Company covering a number of little 
memorandums showing a profit and loss for the 
year ending December 31, 1935. 

Q. Is this your writing on the front, First Na- 
tional Bank of Stanwood? 

A. That is right. 

Q. Do I understand that these statements at the 
end of each month, and at the end of each year, 
with the exception of the work sheets—that is the 
printed matter—went to Mr. Forster from you? 

A. The typed portions usually went to Mr. For- 
ster, yes. 

Mr. LeSourd: We will make the same objection, 
your Honor, to A-95 as to the previous one. 

The Court: Any objection from the Govern- 
ment? 

No objection? 

Mr. Moriarty: No objection. 

The Court: The objection may show, and the 
Court will overrule the objection. [4172] 
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(Testimony of L. Hicks Taylor.) 
(Defendants’ Exhibit A-95 admitted in evi- 
dence.) 

Q. (By Mr. Griffin): Mr. Taylor, A-95, a bal- 
anee sheet, Issaquah Creamery Company, Decem- 
ber 31, 1935, profit and loss statement, December 31, 
1935, profit previous years, and profit and loss state- 
ment again December 31, 1935, for the month of 
December, I take it—is that right? 

A. That is not. That is for the year. 

Q. That is, it is a duplicate again? 

A. There are three copies there. 

Q. All right; Mr. Taylor, I band you Exhibit 
A-92, and what does A-92 show the profit to have 
been for the year 1933—the net profit? 

A. $2,019.40. 

Q. Give me that figure again, will you, please? 

A. $2,019.40. 

Q. Mr. Taylor, the statement that you gave Mr. 
Forster, Exhibit A-95, shows a profit for the year 
1933 to be $12,697.27, doesn’t it? 

A. Yes. Would you like that explained? 

Q. I would. A. All right. 

We were dealing with Bankers who wanted to 
loan money, and Mr. Forster had not withdrawn 
sixty-nine [4173] hundred dollars of his salary. The 
depreciation schedule was taken—I am, right now 
I am assuming that is the figure. We reduced the 
depreciation $3,777.87, making a total of $10,677.87, 
plus $2,019.40 makes a profit of—undrawn from the 
business of $12,697.27 that was made for the benefit 
of the bankers. 
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@. Did you have any idea that the books should 
be kept accurately ? 

Mr. LeSourd: Object to the form of the ques- 
tion. A. Apparently—— 

Mr. LeSourd: Just a moment, Mr. Taylor. I 
object to the form of that question. 

The Court: Objection overruled. 

Q. (By Mr. Griffin): Did you have any idea 
that the books of Mr. Forster should be kept acecu- 
rately ? 

A. Myr. Griffin, those books were kept accurately. 
This was done for a specific and definite purpose. 

Q. To deceive the bank? 

A. It was not done to deceive the bamls The 
bank was not deceived one iota. 

Q. I hand you, Mr. Taylor, Exhibit A-93, and 
ask you what your statement there shows the profit 
to [4174] have been for the year 1934? 

A. It showed a net loss of $1.73. 

Q. A net loss? A. Right. 

Q. And, A-95, you show a profit for the year 
1934 of $11,469.30, don’t you? 

A. The exact same process was done again. We 
added back sixty-nine hundred dollars of undrawn 
salary of Mr. Forster, and we also reduced our de- 
preciation to a smaller, or maybe a more fair, value, 
to $4,569.30, and established a profit of $11,469.30, 
which is not an untrue statement. 

Q. Mr. Taylor, I hand you Defendants’ Exhibit 
A-65, which is in evidence only for the figures “5” 
in there. 
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Mr. LeSourd: Just a moment. A-65? 

Mi Gitiffin: Yes. 

Q. (By Mr. Griffin continuing): JI ask you 
if this is another of your statements for December 
31, 1935, Issaquah State Bank—Myr. Forster? 

Mr. LeSourd: I will object to questions on this, 
your Honor, until and unless the exhibit is ad- 
mitted generally. 

Mr. Griffin: I am just identifying it. [4175] 

The Court: Mr. Griffin? 

Mr. Griffin: I am identifying it. 

Mr. LeSourd: I think it has been identified, but 
for merely identification, I have no objection. 

A. Yes, I prepared that. 

Q. (By Mr. Griffin): And is this your writing 
on there, Peoples Bank and Trust Company, De- 
eember 31, 19385? 

A. I believe vou will find notations of that type 
whenever I prepared statements and they were de- 
livered to the banks for my information. 

Q. That is your writing? 

A. That is for my information, yes, and my 
writing. 

Mr. Griffin: I offer now A-65 in full, if the Court 
please. 

Q. (By Mr. Griffin): Did vou manipulate 

Mr. LeSourd: (Interposing) Just a moment. Do 
you offer it? 

MeeGriin: Yes. 

Mr. LeSourd: We make the same objection. 

The Court: The same objection may show as to 
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(Testimony of L. Hicks Taylor.) 
the preceding exhibits, A-94 and A-95. I believe 
they are all similar exhibits offered, and the objec- 
tion [4176] is overruled. 
(Defendants’ Exhibit No. A-65 admitted in 
evidence.) 

Q. (By Mr. Griffin): Mr. Taylor, did you man- 
ipulate figures in these balance sheets and profit 
and loss statements that you gave to Mr. Forster 
just as you saw fit? 

Mr. LeSourd: Object to the form of the question. 

Q. (By Mr. Griffin continuing): Did you man- 
ipulate the figures? 

My. Griffin: I will stop there. It might be a 
double question. 

A. Mr. Forster 

Mr. LeSourd: Just a moment. 

The Court: You object to that, also? 

Mr. LeSourd: I do, yes, sir. 

The Court: Objection overruled. 

A. (Continuing) Mr. Forster was in a very diffi- 
cult position financially. The bankers wanted to 
work with him. The bank examiners would not ac- 
cept minus figures. The bankers sat in on every 
change that was made. They weren’t manipula- 
tions. They were changes that had a foundation and 
there [4177] was nothing irregular about them that 
anyhody would be hurt in any way to give the bank- 
ers a chance to argue with the bank examiners that 
they could possihly loan Mr. Forster a few dollars. 

Q. (By Mr. Griffin): I am handing you now, 
sir, Exhibit A-65 which is the statement for Decem- 
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ber 31, 1935, delivered to the Peoples Bank and 
Trust Company, and A-95, the same precise date, 
to the First National Bank of Stanwood. 

Looking at the Stanwood balance sheet, what do 
you show for sales? 

A. The Stanwood Bank is A-95. The sales fig- 
ures is shown at 480 thousand. 

Q. $472.262 A. Yes, correct. 

Q. And on the same identical date what do you 
show for sales in the one you delivered to the 
Peoples Bank? 

A. The sales at the Peoples Bank have appar- 
ently had an adjustment made and they show $477,- 
961.54. 

Q. Can you adjust cash the same way you ad- 
just sales, or did you? 

A. You ean adjust cash as an explanatory ac- 
count [4178] as well as you can any account on 
your ledger, unless you are carrying a petty cash 
account and that account must carry the exact cash 
on hand. 

Q. On A-95, to Stanwood, what do you show 
eash on hand? 

A. It shows an overdraft of $6,213.74. 

Q. And what does it show on Peoples? 

A. $2,187.03. 

@. The very same date the specific item of cash 
a difference of some $8,410.80; is that right? 

A. You might be enlightened, Mr. Griffin, to find 
that on the Peoples Bank statement you will find 
down in the current Habhilities a column account 
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check reserve, not cashed through the bank, of 
$9,644.95; when you take $6213 plus and another 
item you have $2197.03 as cash on hand and that 
is what the bank statement at the bank has probably 
shown, I can not remember. 

Q. The difference between the cash on hand that 
you show to the Peoples and to Stanwood and as 
you delivered to Mr. Forster on the very precise 
date, the difference in that cash is $8410.79, isn’t it? 

A. I haven’t figured it. It probably 1s. 

Q. There could be no actual difference in [4179] 
cash, could there, Mr. Taylor? 

A. There is no difference in cash in these figures. 
They will check out. 

Q. That is, a minus—an overdraft of $6,213.76 
checks out with cash on hand $2,197.03; is that your 
statement? 

A. Mr. Griffin, when any balance sheet balances 
your figures are never incorrect in that balance 
sheet. You may adjust them, suitable figures to suit 
certain oecaslons—— 

Q. (Interposing) Commonly—— 

A. (Continuing) and yet you have not mis- 
stated the sense of the balance sheet. 

Q. Commonly called forcing a balance, is that 
it? 

A. I wouldn’t say forcing any balance. Those 
balances are in agreement. 

Q. The balances are in agreement? 

A. The balances are in agreement. 

Q. Before I go to the divisional questions here, 
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Mr. Taylor, and you say the balances are in agree- 
ment, what do you show on the Peoples statement 
as to net profit or loss? 

Mr. Cox: For what period? 

Mr. Griffin: This is December 31, 1935. [4180] 
I am using the precise date of each one. 

A. I showed a loss on the Peoples Bank of 
$1,369.37, which was the same adjustment that I 
explained a few minutes ago. 

Q. (By Myr. Griffin): You showed a loss, a net 
loss, for the period of $1,369.37, didn’t you? 

me iad 1S Correct. 

Q. And on the Stanwood you showed profit, net 
profit, of $13,732.75, didn’t you? 

A. J believe that I very carefully explained that 
a few minutes ago. 

Q. Will you answer the question, please? 

That is what it shows, isn’t it, profit to Stanwood 
$13,732.75? 

A. As I adjusted it, yes, and explained it a 
while ago. 

Q. You just stated that they balanced. They 
don’t balance against each other, do they? 

The Stanwood statement of December 31, 1935, 
and the Peoples Bank statement of December 31, 
1935 ? 

A. They are two distinct statements for a pur- 
pose. 

@. Was one purpose to be able to show [4181] 
that Issaquah Creamery Company was operating at 
a loss for the purpose of borrowing money ? 
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A. We were not borrowing at the Peoples Bank. 

Q. Mr. Taylor, which of those statements before 
you, the statement of the Peoples Bank or to the 
Stanwood Bank, is correct? 

A. They are both correct for the purpose in 
which they were prepared for. 

Q. Is a balance sheet prepared by you, as pre- 
pared by you, to state the actual factual condition, 
or is 1t not? 

A. These are factual conditions. 

Q. Upon which of those two statements could 
Mr. Forster rely as to whether he had made a profit 
or whether he was operating at a loss? 

A. Mr. Forster rode on these statements con- 
tinuously because he wanted to borrow money. 

Q. You were not borrowing money at the Peo- 
ples, you said. 

A. You were borrowing at Stanwood, My Good 
Friend. 

Q. Were you borrowing at Peoples? 

A. We were not as I remember it at that time. 

Q. Actually, Mr. Taylor, no matter what your 
purpose was, factually the accounts receivable and 
the accounts payable in each instance factually had 
to be the same, didn’t they? 

A. They had to balance with each statement 
given. 

@. Do I understand then that you, having put 
out two statements of December 31, 1935, neither 
of which agrees with each other either as to profit 
or loss, is 1t your theory that you could put out ten 
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statements; as long as each one balanced separately 
they are all right? 

A. You can—if you alter figures or make an 
amended balance sheet for a purpose and it is thor- 
oughly explained nobody is harmed by it. 

Q. My question still is: Well, put it this way: 

Upon which of those balance sheets could Mr. 
Forster rely as to whether he had made a profit 
under your accounting system as given him, or 
whether he had operated at a loss? 

A. Mr. Forster was drawing a salary of two 
thousand dollars a month and he was not drawing 
it all. He was allowing some of it to remain in the 
business. The bankers liked to loan money [4183] 
where they can; they like to hold accounts in the 
small towns. This theory was worked out more by 
the bankers than it was by me to hold Mr. For- 
ster’s account in the Issaquah State Bank. 

The First National Bank of Stanwood was owned 
by Beadon Hall’s brother and if Mr. Forster had 
to take one of his chattel mortgages out of the Issa- 
quah Bank and move it to Seattle, Seattle would 
demand all their loans. This is a combination be- 
tween Beadon Hall and Bud Hall, his brother, who 
operated the two banks. 

Q. Then do I understand you were not making 
and supplying Mr. Forster with these balance sheets 
and year-end statements so he could know how his 
business was going but you were supplying them to 
the bankers as the bankers suggested ? 

A. Mr. Forster had a true copy of the profit and 
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loss statement displaying his full salary. He knew 
what the condition was. 

Q. A profit and loss statement displaying his 
full salary, you say? A. That is correct. 

Q. Will you show it on there? Show me where. 

A. Will you give me the schedule that [4184] 
has all the work sheet papers on it, please? 

Q. Just a moment. What salary do you show to 
Mr. Forster, by the way, upon the statements to 
the Peoples Bank? A. $10,500.00. 

Q. And what to the Stanwood Bank? 

A. $3600.00. 

Q. And you were not only the accountant but 
the secretary of this corporation making that show- 
ing, is that right? 

A. That is exactly what Mr. Forster drew from 
this company that year. 

Q. Which? A. $3600.00. 

Q. Not $10,500.00? 

A. No; he was voted $10,500.00. 

Q. I thought you just testified he was drawing 
two thousand dollars a month? 

A. J was in error, when I get back to 1934; L 
am sorry. | 

Q. Did Mr. Beadon Hall advise you that he 
wanted for his bank a false statement of the assets 
and liabilities, profit and loss, of Issaquah Cream- 
ery? 

Mr. LeSourd: If your Honor please, I haven’t 
objected all through here. I didn’t want to [4185] 
encumber the thing he is talking about. I would 
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hike, your Honor, to have a standing objection to 
all this testimony back in this period, whether de- 
tails of these financial statements or otherwise, as 
being utterly irrelevant and immaterial and im- 
proper cross-examination, so that I will not have to 
interrupt. 

Mr. Griffin: I understand. 

The Court: You may have such an objection, 
Mr. LeSourd. 

Mr. LeSourd: Thank you. 

The Court: And the record may show, I gather 
now, that you believe all this testimony is imma- 
terial and irrelevant and, therefore, want the objec- 
tion to go to all of it. 

Mr. LeSourd: Yes; improper cross-examination. 

Q. (By Myx. Griffin continuing): Now, back 

The Court: (Interposing) That doesn’t cover 
form. 

Mr. LeSourd: Pardon? 

The Court: Your objection covers everything ex- 
cept objection as to form. 

Mr. LeSourd: That is right. 

The Court: Objection overruled. You may an- 
swer. [4186] 

Q. (By Mr. Griffin continuing): The question 
was: 

Did Mr. Beadon Hall ever request you to make a 
false statement of assets and liabilities, profit and 
loss, of Issaquah Creamery Company ? 

Mr. LeSourd: I should object to that on the 
ground of form also. The testimony here shows the 
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statements were not false and it assumes a fact 
contrary to the testimony. 

The Court: As I understand the question, that 
is what the question is, or asks. 

Mr. Griffin: Yes, sir. 

The Court: Objection overruled. 

A. There wasn’t any figures given Mr. Hall that 
were false. 

Q. (By Mr. Griffin): My question was: Did Mr. 
Beadon Hall ever ask you to make a false state- 
ment—profit and loss—halance sheet—assets—Issa- 
quah Creamery Company? 

A. None was ever given him. 

Q. Would you—do you object to answering the 
question, Mr. Taylor? It can be answered “yes” or 
“wo. | 4187] 

A. I ean’t remember anything about it. 

Mr. Griffin: Now, will you mark this? 

The Clerk: Defendants’ Exhibit Number A-96 
marked for identification. 


(Defendants’ Exhibit A-96 marked for iden- 
tification.) 

Q. (By Mr. Griffin): Handing you Exhibit 
A-96, for identification, I will ask you if this is the 
halance sheet, profit and loss, assets, Issaquah 
Creamery, December 31, 1936? 


(Whereupon, there was a brief pause.) 
A. Yes; that is the work sheet. 
Q. You have used the term ‘‘work sheet.’? What 
do you mean by that? 
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A. That is my private papers that belong in my 
private files. 

Q. By the “‘work sheet,” you are referring to 
the yellow copies? 

A. I am referring to what you have in your 
hand. Those are part of my private files. 

Q. These—the particular one I hold in my hand, 
A-96, you delivered personally to the Issaquah 
Creamery just before you went to McNeil Island, 
didn’t you? [4188] 

A. They were still my property. 

Q. Will you please answer the question? 

A. I delivered them there as my property; yes. 

Q. One could not read—you also delivered the 
ledgers there that you maintained, didn’t you? 

A. That is correct. 

Q. And the work sheets were necessary even in 
your own interpretation of the ledgers, weren’t 
they ? 

A. They had a bearing on the finals, yes. 

Q. And because you were going to be away and 
you knew that Mr. Forster was being investigated 
you left the work sheets there with the ledgers so 
that they could be examined and inspected, didn’t 
you? 

A. Mr. Forster had not been questioned or 
placed under examination at the time those were 
delivered there. 

Q. When did you deliver them there? 

A. My recollection is along about the 11th of 
April. 
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Q. Of 1950? A. That is correct. 

Q. What was your purpose in leaving them 
there? [4189 | 

A. Because if there was an examination I was 
only about fourteen or fifteen miles away, my 
trusted attorney could have contacted me to discuss 
how those files were and how they could have been 
followed out. Mr. Kachlein made no effort to con- 
tact me to go into those files. Mr. Marx could have 
picked those books and work sheets out and started 
work on them within fifteen minutes after it was 
explained how to proceed. 

Q. My question was: Why did you leave them 
at the Issaquah Creamery, Mr. Taylor? 

A. For my own information and for Mr. For- 
ster’s information. 

Q. Very well. 

Mr. Griffin: A-96, I am offering this. 

Q. (By Myr. Griffin continuing): I think you 
said, Mr. Taylor, that when the split-off came be- 
tween Alpine and Issaquah Creamery Company it 
required a good deal more work on your part; is 
that right? 

A. It required the keeping of two ledgers and 
keeping of two journals, yes. 

Q. You were breaking down separately the Se- 
attle business from the Issaquah Creamery business 
prior to that break-off, weren’t you? [4190] 

A. Yes, there was some distribution. 

Q. And that distribution is shown on the Decem- 
ber 31st 
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Mr. Griffin: Pardon me. This was offered. I am 
SOrTy. 

Mr. LeSourd: We make the same objection. 

The Court: To A-96? 

My. LeSourd: Yes. 

The Court: It may be noted and the objection 
will be overruled and A-96 may be admitted. 

(Defendants’ Exhibit A-96 admitted in evi- 
dence.) 

Q. (By Mv. Griffin continuing): And as of De- 
eember 31, 1936, the profit and loss as between Issa- 
quah and what later became Alpine is stated sepa- 
rately, isn’t it, in detail? 

A. Just the genuine regular profit and loss state- 
ment was prepared, yes. 

Q. Separately for each? A. Sure. 

Mr. Griffin: It is recess time. 

The Court: Ladies and Gentlemen of the Jury: 

We [4191] will now take the mid-morning recess. 
The Court calls your attention to the admonition 
given you on similar occasions and asks that you 
heed the admonition given you on this occasion. 
You may now be excused. 

(Whereupon, the jury retired from the court 
room. ) 

(Whereupon, at 11:02 o’clock, a.m., a recess 
was Nad until! 11:17 o’clock, adm., April 20, 
1954, at which time, Counsel and Defendants 
heretofore noted being present, the following 
proceedings were had, to-wit :) 

The Court: You mav call the Jury. 
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(Whereupon, the Jury was returned to tlie 
court room.) 

The Court: You may be seated. 

It is stipulated that the Jury and all Defendants 
are present in the court room? 

Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

Q. (By Mr. Griffin): Mr. Taylor, with refer- 
ence to Exhibits A-65 and A-95, one to the Peoples 
Bank and Trust Company and the other to the First 
National Bank of Stanwood, one [4192] stating a 
net loss and another a net profit, which of those 
balance sheets and profit and loss statements did 
you use for the income tax of Issaquah Creamery 
for the year 1935? 

A. As I recollect, we used the book figures that 
showed. 

You used the book figures that showed ? 

Yes, 

The book figures that showed where ? 

They showed a loss. 

They showed a loss? A. Yes. 
Although there was a profit, is that correct? 
Mr. Griffin, the purpose of this statement 
was to try to keep Mr. Forster remaining in busi- 
ness. His position was very precarious whether 
the Issaquah Creamery would exist or not. The 
bankers were trying to be generous, to some extent, 
and knew that this business would not .carry nor- 
mally Mr. Forster’s salary. They knew we were 
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taking the Federal Schedule of Depreciation. A 
small operation must keep its equipment up. Prob- 
ably the depreciation might have been a trifle high. 
The value was probably greater. The purpose of 
these statements was to give the bankers merely a 
true value of the equipment and of the condition 
that existed at the time [4193] and Mr. Forster 
sat in and saw and worked with me when we 
worked out these statements, so that there was 
nothing concealed from anybody. It was done for 
a purpose, to keep this man at Issaquah operating, 
employing a few people. Nobody had been dam- 
aged by this. 

In faet, the town of Issaquah has benefited by 
the rearrangement of these figures to make Mr. 
Forster’s Issaquah Creamery Company appear in 
a little better financial eondition. 

Q@. You don’t think Mr. Forster has been 
harmed ? 

A. Not by these, he wasn’t harmed one iota. 

Q. If accurate statements of income had been 
made to the United States Government—change 
that. 

You knew that if inaccurate statements were 
made to the United States Government on income 
and on profit, Mr. Forster would be harmed; didn’t 
you? A. I knew that. So did he. 

Q. And, notwithstanding that, you made these 
returns ? 

A. These returns were audited by the Internal 
Revenue, I believe, clear up to 1939 and they didn’t 
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particularly question our thoughts on the thing. 

@. In Exhibit A-96, I notice you have real estate 
and so forth, $105,501.31 for Issaquah Creamery; 
is that correct? [4194] 

A. That is what it shows here, yes. 

Q. What was the value of the real estate that 
you had been carrying each year prior thereto, or 
what valuation, rather, had you carried? 

A. Of course, that says ‘‘ete.”; that could mean 
all the balance of the equipment, including the real 
estate. 

Q. Do you know what valuation you had been 
carrying on real estate prior thereto? 

A. As TI recollect, it had been around $3200. 

Q. $3200? 

A. I will change that point. It showed at 
$5,382.38. 

Q@. And A-96, for December 31, 1936, shows a 
loss for the month of December, $847.40, is that 
right? 

A. May I have it in my hand so that I can see 
it? 

(Whereupon, Exhibit was handed to the wit- 
ness by Mr. Griffin.) 

A. (Continuing) Yes, it shows a loss of $847.40. 

Mr. Griffin: Will you mark the August 31, 1937, 
balance sheet, please? 

The Clerk: Defendants’ Exhibit A-97 marked 
for identification. 

(Defendants’ Exhibit A-97 [4195] marked 
for identification.) 
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Q. Handing you Exhibit A-97 for identification, 
I will ask you if this is the balance sheet, profit and 
loss, Issaquah Creamery, as of August 31, 19377 

A. Yes, that is quite complete. 

Q. Detailed; correct? 

A. Not detailed. It is quite complete, the report. 

Mr. LeSourd: Mr. Taylor, this includes certain 
sheets which had been received by you, I take it, 
in addition to your work? 

The Witness: May I look at it, Mr. LeSourd— 
so that I can speak intelligently on it. 

(Whereupon, exhibit was handed to the wit- 
ness by Mr. LeSourd.) 

The Witness: (Continuing) This includes figures 
from the Alpine Dairy, the re-cap of Mrs. Wilcox 
ineluded with these work papers. 

Mr. LeSourd: And also adding machine tapes? 

The Witness: Adding machine tapes are in- 
eluded, also. 

Mr. LeSourd: We make the same objection, your 
Honor. 

The Court: The objection may show. The ex- 
hibit may be admitted. [4196] 

(Defendants’ Exhibit No. A-97 admitted in 
evidence.) 

Q@. (By Mr: Griffin): Mr. Taylor, you feferred 
to Exhibit A-97 when you were identifying it, as 
quite complete; is that correct? A. Yes. 

Q@. Had the real estate of Issaquah Creamery 
Company been sold between the report of December 
31, 1936, and August 31, 1937? 
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A. May I see the exhibit, please? 

(Whereupon, exhibit was handed to the wit- 
ness by Mr. Griffin.) 

A. (Continuing) No, the real estate had not been 
sold. 

You didn’t include it as an asset, did you? 
Oh, I would say I did. 

Where ? 

Under the “Fixed Assets’”’ of equipment. 
Excuse me; I read, Fixed Assets, Equip- 
sion $104,629. 54.9 A. That is correct. 

Q. You included real estate under equipment, is 
that correct? 

A. Yes, for this statement; yes. [4197 ] 

Q. Why? 

A. There is usually no increase or decrease in 
real estate, and we usually don’t segregate it in that 
type of statement. 

@. Mr. Taylor, in every statement you made on 
the Issaquah Creamery prior to this statement of 
August 31, 1937, you segregated the real estate, 
didn’t you? 

A. Would that make any difference in the final 
figures? 

Q. Mr. Taylor, I am 

A. (Interposing) That was made up for a cer- 
tain purpose. From memory, I do not remember 
what the purpose of it was, but it is quite a com- 
plete statement made out for some special purpose. 

Q. My question was, Mr. Taylor: 

In every statement prior to this August 31, state- 


ZOreore 


Umted States of America 1975 


(Testimony of L. Hicks Taylor.) 
ment of 1937, you included and segregated the real 
estate as an asset, didn’t you? 

A. It is possible, yes. 

Q. But this, because you say there was some 
special purpose you don’t remember, you didn’t do 
it; is that right? in NG. 

Q. Is that correct? 

A. That is correct. [4198] 

Q. Well, Mr. Taylor, the year-end statement is 
not made for a special purpose except as the year- 
end statement, is it? 

A. Sure, it is made for a special purpose. 

Q. The same special purpose of each year-end 
statement ? A. That is correct. 

Mr. Griffin: Will you mark this statement of De- 
eember 31, 1937, for identification, please? 

The Clerk: Defendants’ Exhibit A-98 marked 
for identification. 


(Defendants’ Exhibit A-98 marked for iden- 
tification. ) 


Q. (By Mr. Griffin): The monthly statements 
were made, were they not, to advise Mr. Forster of 


his position financially ? A. Certainly. 

Q. Whether he was making money or losing 
money ? A. ‘That is correct. 

Q. What he had, and what he owed ? 

A. He knew. 

Q. What he had and what he owed ? 

A. And he knew. 

Q. Mr. Taylor, were these statements made to 
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Mr. Forster monthly, so that he would know what 
he possessed, [4199] and what he owed? 

A. That is right, and he knew from those state- 
ments what he possessed, and what he owed. 

Q. Handing you Exhibit A-98 for identification, 
I will ask you if this is the balance sheet for De- 
cember 31, 1937, as prepared by you and delivered 
to Mr. Forster? 

A. I would say that it was, yes. 

Mr. LeSourd: Same objection, your Honor. 

The Court: The objection may show. Objection 
overruled, and A-98 may be admitted. 

(Defendants’ Exhibit A-98 admitted in evi- 
dence. ) 

Q. (By Mr. Griffin): Mr. Taylor, on A-98, bal- 
ance sheet, December 31, 1937, you show real estate, 
do you, as an asset? A. That is right. 

@. Issaquah Creamery owned at that time, the 
same real estate that it owned for years, did it not, 
and which you had theretofore included as an asset? 

A. Mr. Forster knew it was included in the 
equipment account. 

Q. Do TI understand it didn’t make any differ- 
ence what you showed in the balance sheet, or profit 
and loss statement if Mr. Forster knew it already? 

A. Myr. Forster went over these with me many 
times. [4200] 

Mr. Griffin: Will you mark this balance sheet of 
December 31, 1938? 

The Clerk: Defendants’ Exhibit No. <A-99 
marked for identification. 
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(Defendants’ Exhibit No. A-99 marked for 
identification. ) 

o (Gy Mr. Griffin): Handing you Exinbit 
A-97 for identification 

The Clerk: (Interposing) A-99, Mt. Griffin. 

m (by Mr. Griffin continuing): Pardon me; 
A-99, I will ask you if this is the balance sheet, 
Deeemhber 31, 1938, Issaquah Creamery Company, 
whieh you delivered to Mr. Forster? 

A. I would assume that he had a copy of this. 

Q. Prepared by you? 

A. What came from my private files, that par- 
ticular copy. 

Mr. LeSourd: Same objection, your Honor. 

Mr. Moriarty: We have no objection. 

The Court: The objection may show. The objec- 
tion is overruled, and A-99 may be admitted. 


(Defendants’ Exhibit No. A-99 admitted in 
evidence.) [4201] 


Q. (By Mr. Griffin): A-99 shows assets, real 

estate, $21,393.73, doesn’t it? 

A. Real estate shows $9,557.44. 

Q. You are mght. I got the wrong line. 

That is the same real estate that was owned the 
previous year, wasn’t it? 

A. ‘There was probably an addition. That was 
the reason I set it out separately. 

@. Was there an addition? 

A. I do not remember that, but that is probably 
the reason for it. 
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Mr. Moriarty: What year is that, Mr. Griffin? 
My. Griffin: December 31, 1938. 
Q. (By Myr. Griffin): Do you recall in this 
statement, Exhibit A-99, you included as an asset 


stock in Issaquah State Bank? A. Yes. 
Q. And is it correct that you value your routes 
as an asset at $28,552.02? As Mes: 


Q. And in the December 31 statement of the 
previous year, you value those routes at $40,111.47, 
do you? [4202] 

A. May I have the statement you have in your 
hand ? 

(Whereupon, document was handed the wit- 
ness by Mr. Griffin.) 

A. (Continuing) If you will notice, Mr. Griffin, 
that I have routes $28,552.02 and I have a caption 
Goodwill in Routes $12,500, which makes the figure, 
I believe. 

Q. Do you believe that, you say? 

A. I believed it, because Mr. Forster did. 

Q. Mr. Forster did what? 

A. He believed the routes were worth that. I 
never drove a route, so that I don’t know. 

Mr. Griffin: Will you mark this? 

The Clerk: Defendants’ Exhibit No. A-100 
marked for identification. 

(Defendants’ Exhibit No. A-100 marked for 
identification.) 

Mr. LeSourd: Same objection. 

The Court: Is that a similar sheet? 

Mr. Griffin: It is dated December 31, 1938. 
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Mr. Moriarty: I thought 99 was 738. 

Mr. Griffin: Correct; each one. 

The Court: Is that A-100? 

Mr. Griffin: A-100, yes, your Honor. [4203] 

The Court: What is A-99? 

That was the balance sheet alone? 

Mr. Griffin: Balance sheet. 

The Court: The objection may show, and the 
objection is overruled. 

(Defendants’ Exhibit A-100 admitted in evi- 
dence. ) 

Q. (By Mr. Griffin): Now, Mr. Taylor, you 
delivered A-99 to Mr. Forster, you say, and I hand 
you A-99 and A-100. In A-100, will you turn to your 
balance sheet, please ? 

In the one that you delivered to Mr. Forster, that 
balance sheet as of December 31, 1938, you show 
eash on hand $2,406.42, don’t you? A. Yes. 

@. And in A-100, balance sheet, the same date, 
you show cash on hand $4,797.66, don’t you? 

A. May I ask where did this A-99—where did 
you recover it from? 

Q. You will just answer my questions. That will 
be the interesting part, Mr. Taylor. 

The Court: Mr. Taylor, the exhibit is in evidence 
now and the question has heen put. 

A. The figures have been rearranged to some 
extent on the statement made—this statement—to 
the one made [4204] in this work sheet, while the 
net result of the combined statement has not been 
changed. The purpose was to probably bring out 
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some points here that aren’t brought out on this 
work sheet. Many times that is done. I don’t know 
what this was prepared for. 

If I had some source of knowing what it was pre- 
pared for—of the particular purpose—I could ex- 
plain it probably a little better. 

I think it was for the hank. I am not sure. 

Q. (By Mr. Griffin): My question, Mr. Taylor, 
is that the cash shown in Exhibit A-100 is $4,797.66, 
isn’t 1t? A. That is correct. 

Q. As opposed to $2,406.42, the one you deliv- 
ered to Mr. Forster? 

A. This would be the statement that was deliv- 
ered to Mr. Forster, not this one. 

Q. Do you want to change your testimony that 
that A-99 was not delivered to Mr. Forster? 

A. JI said it was possible it was delivered to Mr. 
Forster. I don’t know for sure. 

Q. Do you want to change your testimony that 
you prepared A-99? 

A. Yes, I prepared A-99. I admit that, and I 
also prepared A-100. [4205] 

Q. Take the notes receivable on the same day. 
The notes receivable, two statements made for the 
same day, would have to be the same, wouldn’t they ? 

A. It would depend on the purpose of the state- 
ment. . 

Q. Mr. Taylor, is there any purpose in making 
a financial sheet, except to show assets accurately, 
Hapilities accurately, and eventually surplus or nev 
worth? 
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A. Mr. Griffin, balance sheets have many stories 
connected with them. It depends on the approach 
that you want to make with your balance sheet. 

Q@. Mr. Taylor, does a profit and loss statement 
have any purpose execpt to accurately state the 
facts to show either a profit or a loss? 

A. Profit and loss statements, if all your fig- 
ures have been assembled so that they are complete 
and without varianee, your profit and loss state- 
ment will reflect your true profit and loss. Many 
times, at the close of the year, your final figures 
aren’t always definitely determined. Many times, 
there are changes in figures between the first and 
the thirtieth of the month. 

Q. Let’s go back to the two balance sheets, Mr. 
Taylor. A-99, you show notes receivable—these are 
notes, now—$3,444.94, don’t you? [4206] 

iy Yes, sir. 

Q. In the other balance sheet, same date, you 
show notes receivable $3,847.89, don’t you? 

ae eat is right. 

Q. Now, a note is a written obligation of some- 
body owing Issaquah Creamery Company some- 
thing, isn’t it? A. Sure. 

Q. How could those two statements on the same 
day differ as to the amount due on notes? 

A. In an analysis of your figures, you change 
them from one position on a statement to another, 
if you are wanting to give a statement for a pur- 
pose. 

Q. The statement of December 31, 1938, was 
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given for the purpose of determining, one, assets 
and liabilities, wasn’t it? 

A. That was the purpose of it, yes. 

Q. Number two, profit and loss, wasn’t it? 

A. There isn’t any profit and loss with this A-99. 

Q. All right; we will deal with the balance sheet 
alone, then, for the present. 

Mr. Taylor, in A-99, your balance sheet shows ac- 
counts receivable. That would be money due Issa- 
quah Creamery on open account, wouldn’t it? 

A. That is correct. 

Q. $45,650.55, is that correct? 

A. 56 cents. 

@. 56 cents; and in the other statement, the very 
same date, before you, it shows accounts receivable, 
$56,660.68 ? A. That is correct. 

Q. Now, the fact is that on that date, people 
owed the Issaquah Creamery Company a certain 
amount of money, didn’t they? 

A. That is correct. 

@. Which of those—which of those statements 
of vours is correct as to the amount due? 

A. If this statement was given for credit pur- 
poses, this statement would reflect the true figures. 

Q. By “this” one, you are referring to 99? 

A. 99, if given for credit purposes, yes. 

@. And then the work sheet in front of you that 
you used for income tax purposes does not reflect 
the true purpose, is that correct ? 

A. It would reflect the true figures of the ledger, 


yes. 
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Q. It would reflect the true figures of the ledger? 

A. Yes. [4208] 

Q. The ledger was kept by you? 

A. ‘Iwo distinet purposes of two financial state- 
ments. 

Q. The ledger was kept by you, solely? 

A. Right. 


Q. Under your control? A. Right. 
@. Mr. Taylor, in A-99, the inventory is $15,- 
169.43, isn’t it? A. That is correct. 


@. And on the same date at the same time in 
the other statement, it is $16,891.83, isn’t it? 

A. That is correct. 

Q. You don’t mean that either one is correct, 
do you? You mean that those are the correct fig- 
ures? am ‘What is what! said. 

Q. Which is correct, actually, as to inventory? 

A. If this was given for credit purposes, which 
I stated, these were analyzed figures, and were cor- 
rect figures. 

Q@. By “this”, again, you are referring to 994 

ie ONE 

Q. Why did you use a different figure for in- 
ventory in Exhibit A-100 on the same day? 

A. It is possible that there was something in 
there that wasn’t a saleable product taken in the 
inventory. [4209] 

Q. Mr. Taylor, in A-99, under equipment, you 
show $75,375.17, don’t you? 

A. That is correct. 
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Q. And under the exhibit 100, it is $88,394.12, 
isn’t it? A. That is correct. 

Q. Which is actually factually correct, which 
statement ? 

A. If the credit statement—this 1s a credit state- 
ment. This statement was analyzed and properly 
made out as to values. 

Q. Then that is the statement that should have 
been used for income tax purposes, isn’t it? 

A. Not necessarily. 

@. Mr. Taylor, A-99, depreciation reserve, is 
$54,195.80 ? A. That is correct. 

Q. But on the other statement, $62,938.77? 

ew Chat is correct. 

Q. And on A-99, routes valued at $28,552.02, is 
that correct ? A. Correct. 

@. And under A-100, $9,514.55 ? 

A. That is correct. 

@. Mr. Taylor, why did you value the asset of 
eash higher in 100 than you did in A-99 but valued 
the [4210] routes higher in A-99 than you did in 
A-100? 

A. This statement was made—I assume now— 
I am assuming this because I don’t know who it 
was delivered to, or for what purpose—but J am 
assuming that this was a statement given for credit 
purposes. In the first place, possibly, in our depre- 
elation schedule in the December 31st, A-100, pos- 
sibly a piece of equipment had been sold and had 
been eliminated; that I don’t know without trying 
to do some checking back. The purpose of this was 


United States of America 1985 


(Testimony of L. Hicks Taylor.) 
to bring the routes to an appraised value. They did 
appear on the books only at $9500, but for credit 
purposes, we felt that the routes were worth more 
money. Mr. Forster appraised those routes, and they 
were placed on this statement for that purpose only. 
Any other figures that have been changed here have 
been done for the purpose for which this statement 
was made out. 

Q. Wull vou turn to habilities on those two state- 
ments, Mr. Taylor? A. Yes, sir. 

Q. On A-99, you show milk account liability, 
$11,188.17, is that correct? 
That is right. 
And on A-100, $9,616.53 ? 
What is this, again? [4211] 
Milk accounts payable on A-100, $9,616.53? 
Yes. 
Which is correct as to the accounts actually 
payable on this date? 

A. I would say this statement had been property 
analyzed and they were properly set up. 

Q@. What do you mean by “analyzed”? 

A. We analyzed them as to what they were. 
Sometimes these accounts twist back and forth. 

Q. Notes payable on A-99 were $12,729.29? 

u.. “YES! 

Q. On A-100, $4,825.90? 

A. On which is this one now? $4,825.90, yes, on 
this distributive statement, yes. 

Q. Mr. Taylor, if you were using this statement, 
you say, being Exhibit A-100, for income tax pur- 
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poses, why did you depreciate notes payable to some 
eight thousand dollars as compared with the state- 
ment to the bank, if it was a statement to the bank? 

A. In working some of these, there is contracts 
payable. There is notes, sometimes, that are made 
out for a purpose and maybe carried in one or an- 
other account and not transferred over. When we 
made this statement, we assembled all those. There 
would be a working paper with this that would 
prove every one of these figures [4212] that were 
in my work papers turned in. If this were attached 
to it properly, we would just read them off and 
find them right together, but you are giving me 
part of this, and a little bit of that, and you expect 
me to sit here and tell you what eleven thousand 
dollars is composed of. 

You have taken those files and played tit-tat-toe 
with them in Issaquah, and you expect me to give 
you answers to things that were made up that have 
a proof sheet that could be attached to them. 

Q. My Taylor, my question is: if you were using 
A-100 for income tax purposes, how does it happen 
that you depreciated the liabilities in A-100 over 
A-99 when you say A-99 was analyzed and is cor- 
Heed { 

A. With the work sheets attached to this, I can 
tell you how every figure worked out. 

@. You don’t know, then? 

A. You are handing me part of my work sheets. 
You jumbled up my work sheets so that nobody 
eould find anything, and you expect me to pull 
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this sheet out here and tell you that John Jones, 
Pete Smith make up that notes receivable and pay- 
able. Why don’t you bring them out complete so 
that I can really answer you? 

Q. Mr. Taylor, A-99, the accounts payable are 
$18,862.35, aren’t they? [4213] 

A. There are a combination of some figures, yes. 

@. And in A-100, the accounts payable are $7,- 
Bo3.20, aren’t they? 

A. That happens to be the ledger page balance, 
yes. 

Q. Which was correct, Mr. Taylor, the ledger 
page of the ledger that you kept or A-99 that you 
say was especially analyzed? 

A. The ledger page in the ledger was correct. 

Q. Then 

A. (Interposing) But we assembled other fig- 
ures and combined them. 

Q. What figures would you combine for ac- 
counts payable? Accounts payable mean precisely 
an accounting of the accounts payable, don’t they ? 

A. Right. 

Q. And then, if your ledger was $7,853.20 will 
you explain to the jury how you get $18,862.35 on 
Exhibit A-99 which you have said, time after time, 
that you analyzed ? 

A. Will you go and get the files out and bring 
me the work sheet that ties to this? 

Q. If I had it, Mr. Taylor. 

A. Well, if you had it. You did have it, and 
your Attorney, Mr. Kachlein, had it, and Hans For- 
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ster [4214] had it and this could have been proven 
if you hadn’t of thrown them up in the air and 
tried to find which sheet belonged to another. 

@. Do you have any explanation, in answer to 
my question ? 

A. The net worth figures here prove within $300 
of each other, up and down. That is proof in itself. 
You cannot change your total figures in the balance 
sheet that balances debits and credits, and these 
figures are within $300 of each other, so that there 
is no exaggerated figure in here. 

@. Mr. Taylor, have you any explanation of why 
on the same date in two different balance sheets 
you show account payable on the one hand at $7,- 
853.20 and on the other, $18,862.35? 

A. Well, we have a Hans Forster account of 
$7,084.54, we have accounts payable of $7,853.20, 
and we have a discounts payable here of $1,355.48. 

$18,293.22; you would make a comparison of ac- 
counts pavable there. While it isn’t the exact figure, 
it is very close to it. 

Q. Mr. Taylor, to get a balance as between these 
two statements, what you did, among other things, 
was to manipulate inventory, wasn’t it? 

A. Inventory has been reduced by $1700. Prob- 
ably [4215] a piece of equipment or some other 
item that was in the inventory and moved to an- 
other account. 

Q. You changed routes valuation by nineteen 
thousand dollars, didn’t you? A. Sure. 

Q@. And you threw into surplus on the other 
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hand $22,000 as opposed to surplus in the other 
statement, didn’t you, to make them balance? 

A. Whenever you make an appraisal and de- 
velop a balance sheet—and I want you to know I 
didn’t appraise that, Mr. Forster made the ap- 
praisal—I merely prepared this sheet in form— 
that appraisal was made by Mr. Forster, given to 
me, and J adjusted it to the figures. 

®. The surplus appraisal was given to you by 
Myr. Forster ? 

A. The appraisal of the equipment which would 
be the surplus figure. 

Q. That change in equipment is $13,000, isn’t 
it, approximately? 

A. It is nineteen thousand dollars. 

Q. Equipment on the other hand is “88” as op- 
posed Woe 75’, isn’t it? 

A. I beg your pardon; I thought you were talk- 
ing about routes. That is right, “75” to “88”. 

@. How did you get the difference in surplus, 
[4216] Mr. Taylor? 

My. Griffin: Strike that. 

@. (By My. Griffin continuing): Will you ex- 
plain to the Jury what surplus means in your state- 
ment? 

A. Well, surplus is the accumulation of the 
profits that is credited to the surplus account, or 
becomes part of the working capital of vour or- 
ganization. 

In other words, if you have a thirty-two thousand 
dollar capital, and if you accumulated forty-two 
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thousand, in surplus, you have a working capital, 
or a working capital account, of $74,000 to do busi- 
ness. 

Q. Your surplus in A-99 as of December 31, 


1938, is $42,517.23? A. That is correct. 
Q. And upon the same date, in Exhibit A-100, 
it is $64,695.03, isn’t it? A. Yes. 


Q. Which is correct? 

A. They are both correct. They are both made 
from the same source of figures. 

Q. How much surplus did Mr. Forster have on 
December 31, 1938, a surplus of $42,517.23 or a sur- 
plus of $64,695.03? [4217] 

A. The record shows here on my—on Schedule 
100, sixty-four thousand dollars. 

@. That is the correct one, is it? 

A. That is the correct surplus in the books. 

Without the books here to verify them, I would 
say it is correct. 

Q. But A-99, showing a surplus of $42,000, you 
say, time after time, was analyzed? 

A. That is correct. Those figures are correct. 

Q. So the surplus in A-49 is correct, then? 

The Clerk: A-99. 

Q. (By Mr. Griffin continuing): <A-99? 

Mr. LeSourd: Objected to as argumentative. He 
testified they were both correct. 

The Court: Objection sustained. 

®. (By Mr. Griffin continuing): My. Taylor, will 
you tell the jury how an item upon the same day 
—take a simple one—of notes payable, differing as 
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they do in the two exhibits, can be correct? Just 
explain it to the jury. 

A. Two types of notes in the way you handle 
your ledger. You might post something to a notes 
payable account that is an absolute note, signed, 
and then have a contract come in that hasn’t been 
signed yet, but it goes [4218] into accounts payable, 
or to drafts payable, or to something else, temporar- 
ily. When you analyze it, you combine the two into 
one account as a note because it has proceeded into 
the form of a note. 

Q. Mr. Taylor, did you analyze at the year-end 
for the purpose of balancing your books or of mak- 
ing a foundation for income tax returns? 

A. Here is a definite set-up of the sheets that 
were made up, and as far as LI know, without the 
copy of the tax return, this is what the tax return 
was made from, and, if I remember correctly, this 
tax return was audited in 1939, and we had no de- 
ficiencies as I remember. 

Mr. Griffin: May the question be read, please? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

The Witness: I think I answered the question. 

Mr. Griffin: Will you mark this financial state- 
ment for identification, please ? 

The Clerk: Defendants’ Exhibit No. A-101 
marked for identification. 

(Defendants’ Exhibit No. A-101 marked for 
identification. ) 
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Mr. Griffin: I am passing some of these other 
[4219] years. 

Q. (By Mr. Griffin): Handing you Exhibit A-101 
for identification, I will ask you if this is a financial 
statement prepared by you and delivered to Mr. 
Forster as of December 31, 1940? 

A. This appears to be a carbon copy of financial 
statement. It doesn’t have any perforations on the 
edges so that this was probably not delivered to Mr. 
Forster, but it is probably a copy of the 1940 finan- 
cial statement. 

Q. Prepared by you? 

A. I would say it was prepared by me, yes. 

Mz. LeSourd: Same objection. 

The Court: Objection overruled. A-101 may be 
admitted. 


(Defendants’ Exhibit A-101 admitted in evi- 
dence.) 

Q. (By Mr. Griffin): On Exhibit A-101, financial 
statement, December 31, 1940, of Issaquah Creamn- 
ery Company, I notice among assets, Hans Forster 
contract, $106,203.90, what is that item, Mr. Taylor? 

A. You are kind of testing a fellow’s memory 
in fourteen years. [4220] 

Q. That wasn’t the purpose ofasiny question. 

Mr. Griffin: I will withdraw the question at the 
present time. Maybe we can get it over the noon 
hour. 

A. I don’t know what it is right at the moment. 

Mr. Griffin: I will state, if I may, the purpose of 
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the question to help the witness, if the Court please. 
on (By Mr. Griffin): Of practically all these 
statements, under liabilities, there has been a Hans 
Forster account, and now, in 1940, under assets, we 
get an asset account of $106,000 so that, if you wall, 
perhaps be prepared to tell us about that at the 
noon recess. 

A. Youmight dig through the records and find the 
work sheet that ties with that. It might help a little. 

Mr. Griffin: Will you mark this one for identi- 
fication, please ? 

The Clerk: Defendants’ Exhibit A-102 marked 
for identification. 

(Defendants’ Exhibit A-102 marked for iden- 
tification.) [4221] 

Q. (By Mx. Griffin): Handing you A-102 for iden- 
tification, I will ask if this is the profit and loss 
statement and balanee sheet for November 30, 19412 

Mr. Cox: Of Issaquah? 

Mr. Griffin: Of Issaquah, yes. 

A. On further consideration, it is my work sheet. 

The Court: Js it your answer, Mr. Taylor, that 
that was the profit and loss statement and balance 
Sheet, or just the work sheet? 

The Witness: Any time they are on that kind 
of paper, it is my special paper, you ean always 
tell I made them. 

The Court: My question was, you said it was 
your work sheet, and the question was, was it a 
profit and loss statement and balance sheet? 

The Witness: May I see it? I was just glancing 
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at it. I didn’t want to delay so that I said “Yes”. 
(Whereupon, document was handed to the 
witness. ) 
The Witness: (Continuing) Yes. 
Mr. LeSourd: Same objection, your Honor. 
The Court: Has it been offered? 
Mr. Griffin: I am offering it, yes. 
The Court: Have you the same objection? [4222] 
Mr. LeSourd: Same objection. 
The Court: The objection may be noted. The ob- 
jection will be overruled. 
(Defendants’ Exhibit No. A-102 admitted in 
evidence. ) 
Mr. Griffin: I have just one question on this, if 
the Court please. 
Q. (By Mr. Griffin): Exhibit 102 shows a loss 
for November of $8,997.26, doesn’t it? 
A. That is correct. 
Mr. Griffin: Jt is recess time. 
The Court: Ladies and Gentlemen of the Jury: 
We will now take the noon-day recess, and the 
Court calls your attention to the admonition given 
you on similar occasions, and asks that you heed 
it on this occasion. 
You may now be excused until 1:45. 
(Whereupon, the Jury retired from the court 
room. ) 
The Court: You may step down. 
The Witness: Thank you. 
(Whereupon, the witness withdrew from the 
witness chair.) 
The Court: Court will recess until 1.45. [4223] 
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(Whereupon, at 12:17 o’clock p.m. a recess 
was had in the within-entitled and numbered 
eause until 1:45 o’clock p.m., April 20, 1954, at 
which time, counsel and defendants heretofore 
noted being present, the following proceedings 
were had, to-wit:) 

The Court: You have nothing, Mr. Griffin? 

Mr. Griffin: No, your Honor. 

The Court: You may eall the Jury. 

(Whereupon, the Jury was returned to the 
courtroom. ) 

The Court: You may be seated. It is stipulated 
that the jury and all defendants are present in the 
courtroom ? 

Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

Q. (By Mr. Griffin): Mr. Taylor, over the noon 
recess, did you reeall that this change that you car- 
ried Mr. Foster of $106,000 was at the time of the 
break-off between Issaquah and Alpine? 

A. May I see the exhibit, Mr. Griffin, please? 

Myr. Griffin: Exhibit A-101, please. 

(Wherenpon, exhibit was handed to Mr. Grif- 
fin [4224] by the Clerk, and in turn handed 
to the witness by Mr. Griffin.) 

A. (Continuing) It is my opinion that that is 
the clearing account between the Alpine Dairy and 
the Issaquah Creamery Company, which would be 
in the form of an aceount receivable. 

Mr. Griffin: Wall you mark this balance sheet of 
August 31, 1945, please ? 
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The Clerk: Defendants’ Exhibit A-103 marked 
for identification. 

(Defendants’ Exhibit A-105 marked for iden- 
tification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A-103 
for identification, I will ask you if this is the bal- 
ance sheet as prepared by you for Alpine Dairy, 
August 31, 1945? 

A. This appears to be my copy of the balance 
sheet and profit and loss taken from my private 
files. 

Q. Prepared by you? 

A. Prepared by me, yes. 

Mr. Griffin: I offer A-103. 

Mr. LeSourd: We make the same objection, your 
Honor. Improper cross-examination and irrelevant 
and immaterial. 

The Court: Objection overruled. A-103 may be 
admitted. [4225 | 

(Defendants’ Exhibit A-103 admitted in evi- 
dence.) 

Q. (By Mr. Griffin): A-103, Mr. Taylor, you 
show as of August 31, 1945,—you show a net worth, 
Hans Forster, $37,732.54, don’t you, Alpine Dairy 
account ? A. Yes, that is correct. 

My. Griffin: Wull you mark this sheet, please? 

The Clerk: Defendants’ Exhibit A-104 marked 
for identification. 

(Defendants’ Exhibit A-104 marked for iden- 
tification.) 

@. (By My. Griffin): Handing you Exhibit A- 
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104 for identification, I will ask you if this is the 
balanee sheet, Alpine Dairy, as prepared by you, 
December 31, 1948? 

Mr. Obenour: 19487 

A. Yes, this appears to be out of my files. 

@. (By Mr Griffin): Prepared for Me. Forster 
of Alpine Dairy, wasn’t it? 

A. That was prepared from my files. He may 
have gor an ofiginal of it: 

Q. Did you deliver to Mr. Forster once each 
month, as you have heretofore testified, a profit and 
loss statement, [4226] and a balance sheet for these 
various enterprises ? A. That is correct. 

Q. And did you make some special ones for your 
files that you didn’t deliver. 

A. If I wanted to. 

Q. Different from the ones you delivered to Mr. 
Forster? 

Ae Siedidn't sav that, Mr. Griffin: 

Q. Iam asking you. 

A. I said I wouldn’t say that. 

Q. I am asking you if you did? 

ae did ‘Tot. 

Mr. Griffin: All right. I offer A-104. 

Mr. LeSourd: Same objection, your Honor. 

The Cowrt: Objection overruled. Exhibit A-104 
may be admitted. 


(Defendants’ Exhibit A-104 admitted in evi- 
dence. ) 


Q. (By Mr. Griffin): A-104, Mr. Taylor, as of 
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December 31, 1948, Alpine Dairy Balance Sheet, 
shows net worth in what amount? 

A. $124,654.45. 

Q. Thank you; now, it says “Deduct With- 
drawals,” is that $34,784.42? [4227] 

The Court: What was the amount again? 

Mr. Griffin: I inquired, if the Court please. I 
am not sure of the first figure. I think it is $34,- 
784.42. I am asking. It has been written over. 

A. My interpretation of it, after all the working 
over of it, would be withdrawals were $24,784.42. 

Q. (By Mr. Griffin): What withdrawals are re- 
ferred to upon that sheet, Exhibit A-104? 

A. To the best of my recollection, it would be 
estimated income tax payments and possibly the 
payment in March of the tax for the year 1947 
charged to Mr. Forster’s personal account. 

Q. But nothing upon that balance sheet to show 
what any single item of withdrawal was, is there? 

A. I don’t believe that that is essential, on a 
balance sheet. 

Q. I am just asking you, Mr. Taylor; that there 
is nothing on that balance sheet for those thousands 
of dollars you have referred to that shows a single 
item of what a withdrawal is, is that right? 

A. This being the Alpine Dairy, individual own- 
ership of Hans Forster, anyone looking at this 
would know it was Mr. Forster’s withdrawals. 

Q. Mr. Taylor, there isn’t a single item on the 
sheet as prepared that shows a single withdrawal 
of a single amount, is there? 
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Kixeept right there. 

Exeept the total ? 

Yes, that is right. 

Where did you get that information ? 

Irom the ledger. 

And where did you get the information from 
the—to put on the ledger? 

A. From the journal. 

Mr. Griffin: Now, will you mark for identifica- 
tion this consolidated statement of Hans Forster, 
December 31, 1948, please? 

The Clerk: Defendants’ Exhibit A-105 marked 
for identification. 

(Defendants’ Exhibit No. A-105 marked for 
identification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A-105 
for identification, I will ask you what that is, Mr. 
Taylor? 

A. Somebody very foreign from me prepared 
this statement. 

@. You didn’t prepare that one? 

A. I did not prepare it as I can see nothing 
about [4229] it that is familiar. 

Q. Your testimony is definite, sir, that you did 
not prepare it? 

A. Unless you ean bring any other documents 
that will bring this to my attention. Can you bring 
me another document? 

Q. You have no recollection of having prepared 
Exhibit A-105 for identification ? 

A. Not right at the minute, no. 
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Q. Did you prepare for Mr. Forster, or for 
anyone, a consolidated statement of the year-end, 
December 31, 1948, segregating the assets of Mr. 
Forster Alpine Dairy, Issaquah Creamery, Finstad 
and Utgard, Seattle—Renton Ice, and other prop- 
erties of Mr. Forster? 

A. I would say that my files would show whether 
I prepared such a statement or not and they should 
be produced in this court room for me to look at. 

Q. Mr. Taylor, in preparation for this trial, you 
have gone over all the files available in the Govern- 
ment’s office and in the office of Bogle, Bogle and 
Gates, haven’t you? 

A. Mr. Griffin, when I saw those files, I felt 
ashamed of myself to think that anybody would 
throw files around Jike they were a lot of scratch 
paper. One [4230] of the most disgusting things 
I ever saw was when I saw those files. 

Mr. Griffin: May the question be read, if the 
Court please? 

The Court: Mz. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

A. (Continuing) JI would say that the Govern- 
ment made the files that they had—what they did 
have—a very small portion of what I took to Issa- 
quah—they made them available to us, and the only 
time that I ever was in Kachlein’s office to look at 
the files was yesterday afternoon. 

Q. (By My. Griffin): You knew that your at- 
torneys, in preparation for this trial, were in that 


United States of America 2001 


(Testimony of LL. Hicks Taylor.) 
office, and the files made available to them, every- 
thing that there was, don’t you? 

A. You say everything that there was? 

Q. Everything that there was, yes. 

A. Everything there was that they retained 
after they got through playing with the files. 

Q. Now, going back to my question: have you 
any recollection as of today in making a consolid- 
ated statement as of December 31, 1948, of Hans 
Forster’s [4231] assets, including but segregating, 
Issaquah Creamery, Alpine Dairy, Finstad and Ut- 
gard? 

A. As Ihave testified, if I prepared such a docu- 
ment, it would have been in my files, and you could 
produce it. I have no recollection of any like that, 
but if I did, you have it in the files. 

Q. And you don’t recognize Exhibit A-105 for 
identification as prepared by you, is that correct ? 

A. Not at this sitting, I don’t remember it. 

The Court: A-105 for identification is a docu- 
ment which covers—which would be comparable to 
the statement you outlined in your question, Mr. 
Griffin ? 

Mr. Griffin: Yes, your Honor. It is headed “Hans 
Forster Consolidated Statements, 12-31-48”. 

Q. (By Mr. Griffin): Mr. Taylor, did you ever 
make for Hans Forster a consolidated statement of 
his business interests? 

A. May I see that before I make an answer? 

(Whereupon, document was handed the wit- 
ness by Mr. Griffin.) 
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A. (Continuing) I cannot recollect without work- 
ing papers. 

Mr. Taylor, if you were to make a consolidated 
statement as of Hans Forster, December 31, 1948,— 
and [4232] you are the man that was keeping the 
ledger—you wouldn’t need any working papers, 
would you? 

A. My. Griffin, every paper that I prepared had 
working papers to prove any changes that might 
have been made on the statement. If that statement 
was prepared, there are working papers in my hand- 
writing that will show that very same thing in 
pencil writing. 

Q. My question is: 

That, having kept the ledger, you didn’t require 
any working paper to take off a financial statement 
at that year-end, did you? 

A. I always used working papers. 


@. And you consider the working paper an es- 
sential part then of the bookkeeping system that you 
maintained, is that right? 

A. I might say they are very essential to your 
cross-examination. 

Q. You considered the working papers, to which 
you have referred, a part of the books, didn’t you? 

A. Part of the working papers that are neces- 
sary to answer questions that you are putting to me. 

@. And, necessarily, to anyone inspecting the 
books and records maintained by you to be able 
to analyze them, is that correct? 
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A. They would be very helpful, extremely help- 
ful. [4233] 

Q. Now, having begun with 1932 on the balance 
sheets and profit and loss statements that you pre- 
pared from year to year, and down into 1945, was 
there any time, Mr. Taylor—can you give a single 
statement that you delivered to Mr. Forster—hal- 
anee sheet—upon which he could depend as to what 
his actual and true assets and true habilities were ? 

A. Absolutely. The statements dehvered to Mr. 
Forster showed exactly what the ledger showed, and 
they were correct, so far as all the information that 
I received. 

A. And in going back to the December 31, 1935, 
which of the two statements referred to there would 
your ledger show? 

A. My. Griffin, in preparing balance sheets and 
profit and loss statements, there are two distinct 
principles to work on; you work first to fit the 
regulations of the United States Treasury Depart- 
ment. That is your first and foremost duty. Num- 
ber one. 

Number two: a man who is fighting critical finan- 
cial conditions must prepare financial statements 
for banks and eredit institutions to show the near- 
est to his net worth that he possibly can the true 
value of his assets. Many times, appraisals are 
necessary to develop that, and that way, sometimes 
eredit statements, [4234] financial statements, to 
banks, while they are absolutely true, will be dif- 
ferent from the Federal Income Tax Statement. 


2004 Hans Forster vs. 


(Testimony of L. Hicks Taylor.) 

Q. You were conscious, then, were you, in pre- 
paring these statements, that you owed an obligation 
to the United States Government to prepare them 
correctly ? 

A. They were prepared correctly. 

Q. My question is: 

You were conscious of that obligation, were you? 

A. I took care of it, yes, sir. 

@. Were you conscious of your obligation to 
your chent, Hans Forster, that you should make 
true statements to the Government, or anyone? 

A. I think that can be answered this way: there 
are two people that should be conscious of making 
statements to the United States Government. 

Mr. Griffin: Your Honor, may the question be 
read? 

The Court: Myr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

A. (Continuing) I so did, to the best of my 
ability. [4235] 

Q. (By My. Griffin): And you were conscious 
of that obligation as an accountant of Mr. Forster, 
is that night? 

A. That was taken care of, yes, sir. 

Q. Now, going back to my other question: 

Which of the statements of December 31, 1935, 
one of which you delivered to the Bank, Peoples, 
and the other which you delivered to the Stanwood 
Bank—which of those statements showed upon your 
ledger? 
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Mr. LeSourd: Now, if your Honor please, we 
can go over and over this again, and I will object 
to it as repetitious. He said one of them reflects the 
basis for these assets for tax purposes, and the 
other reflects an appraisal of the correct form for 
credit purposes. It is simply repetitious, and tak- 
ing time. 

The Court: I don’t believe it is clear. The Court 
will overrule the objection. 

You are referring, Mr. Griffin, are you specifically 
to the one year? 

Mr. Griffin: Yes, the one year 1935, Exhibits 
A-95 and Exhibit 65. 

Mr. LeSourd: Will you hand the witness the 
exhibits so that he knows what he is talking about? 
The Witness: Also the Iedger for 1935, please. 

The Court: The ledger is not in evidence, is that 
Correct 7 

Mr. Griffin: The ledger is not in evidence, no, 
your Honor. 

Q. (By Mr. Griffin): Mr. Taylor, did you de- 
liver the ledger kept by you to the Issaquah Cream- 
ery? A. Absolutely. 

Q. For the year 1935? 

A. From 1928 clear through to 1950, in Feb- 
ruary. 

Q. How about including March 31, 1950? 

A. It is possible. 

Q. Do you recall that you made a balance sheet 
for March 31, 1950? A. I believe—— 
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Q. (Interposing) And profit and loss statement? 

A. I believe I made one, February 28th. 

There may be March, also. I am not positive. 

Q. Handing you Exhibits A-95 and A-65, which 
of those statements was taken from your ledger 
maintained for that period? 

A. They both were. 

Q. They both were; very well. Each to a bank, 
weren’t they; Bank of Stanwood and Peoples 
Bank? 

A. I think I testified to that, yes. [4237] 

Q. So that they were each written then, for the 
same purpose, weren’t they? 

A. Credit purposes, yes. 

Q. Why would they so disagree, if the evidence 
shows, and they show, the one from the other, then? 

A. The correct statement to the bank at Stan- 
wood was made for credit purposes based on the 
market ‘value. The other to the Peoples Bank was 
just a straight take-off. 

Q. What do you mean, a “straight take-off’’? 

A. A take-off of the record. 

Q. And the other one, do J understand, you 
manipulated ? 

A. We placed the value of the assets at the 
market, and no manipulation. 

Q. Which figures did you use for tax purposes, 
then? 

A. TI ean’t tell you which of those went on the 
tax return, beeause they are not relative to it. 


United States of America 2007 


(Testimony of L. Hicks Taylor.) 

@. ‘The statement of profit and loss for the year 
ending December 31, 1935, is not relevant? 

A. Neither one of those statements have any- 
thing to do with the tax return. 

Q. Did you adjust figures for the purpose of 
tax returns? [4238] 

A. If they were necessary to make the profit 
correctly. 

Q. Mr. Taylor, how can you adjust cash on hand 
for the purpose of any return? 

A. There are many, many ways of doing that 
in the course of a statement. There might be war- 
rants showing in the cash account. There might 
be some N.S.F. checks being held in the cash ae- 
count to be transferred to another account. There 
are various ways a cash account can be adjusted to 
a true actual cash on hand. 

Q. What was the true, actual cash on hand, De- 
eember 31, 1935, where you show debit, $6,213.76 
in one and in the other, cash on hand, $2,197.93? 

A. I believe J testified to that this morning. 

Q. Now, in addition to preparing the income 
tax returns for Mr. Forster, and his corporations, 
and the family and the excise tax returns to the 
State, you also prepared the excise tax returns for 
the City of Seattle, didn’t you? 

A. They all went in a sequence, yes. 

Q. And you had the handling for Mr. Forster's 
corporations of the payments for the annual license 
fees for the State of Washington, didn’t vou? 

A. Annual license fees? 
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Q. Corporate license fees? [4239] 

A. Well, I presume I filled them out and mailed 
them to Hans to mail a check in. The secretary 
generally does that. 

Q. Did you fill them out for Mr. Forster to mail 
a check in, or did you make the checks out? 

A. Oh, if my recollection is right, I mailed them 
to Issaquah and the checks were mailed from there. 

It is possible that they mailed the check back to 
me, and I mailed it in. I don’t know. That is try- 
ing to remember, ’way back. 

Q. The receipts for corporate taxes, Issaquah 
Creamery Company, went to you at 501 Textile 
Tower, didn’t they? 

A. Oh, yes; they were mailed to me. Yes, some- 
times they would be sent in, too. 

®. And you attempted—you were at times in 
default in the payment of the corporate license fee, 
weren't you? 

A. Not unless the check was delayed from Issa- 
quah. 

@. Were yon in default at times for payment 
of vour license fees to the State of Washington? 

A. Not unless Issaquah was slow in mailing it 
to me. 

Q. You, also, Mr. Taylor, took care of the con- 
ferences with, and in making out the detailed list 
of [4240] personal property for the King County 
Assessor, King County? 

A. I may have done that. I did a lot of things. 
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Q. You did that through all the years, didn’t 
you? 

A. Not all the years. The last few years Mr. 
Forster handled it himself. 

@. You did it for a great many years, sir? 

A. I would say so, yes. 

Mr. LeSourd: It seems, if your Honor please, 
we are going farther and farther afield. I don’t 
know whether my sustaining objection is still re- 
maining to this. 

My. Griffin: This is a different line. 

The Court: I wouldn’t think so. 

Mr. LeSourd: Then I wish to raise the same 
objection to this, irrelevant and immaterial and 
improper cross-examination. 

Mr. Moriarty: We join in that objection. It is 
going to personal property taxes. 

The Court: Js there a question pending here? 

Mr. Griffin: No, your Honor. 

May I suggest, he testified on direct to the great 
amount of work he did, and what he wasn’t paid, 
and I am showing a great deal more work. [4241] 

Mr. LeSourd: If that is Mr. Griffin’s purpose, I 
will stipulate to it, but we are going into extraneous 
things. 

The Court: As soon as the question is put, you 
may object. 

Mr. LeSourd: J tried to, but it was answered 
before I could get my objection in. 

Q. (By Mr. Griffin): You filed the corporate— 
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you prepared the incorporation papers for Simon- 
son and Forster, did you not? 

A. It is my recollection that I copied the Issa- 
quah Creamery charter, and mailed it in because 
they didn’t want to hire an attorney. I received no 
fees for it. 

@. My question was: you prepared the corpora- 
tion papers for Simonson and Forster? 

A. Iso stated. 

Q. You prepared the pricing under O.P.A,, 
didn’t you? A. Wiaill you state for whom? 

Q. Issaquah Creamery? A. I did not. 

Q. You didn’t have anything to do with that? 

A. I may have typed up something, but I [4242] 
knew nothing about costs or prices. 

Q. By the way, speaking about your knowing 
anything about costs and pricing, you typed up the 
basic report to the Office of Price Administration 
in regard to the pricing of Issaquah Creamery, 
didn’t you? 

A. In what year? You might let me see the 
document. Maybe I could tell you better. 

The Court: Mr. Taylor, the questions are put 
and counsel will object if they think it is not 
proper, and you may give your answer and explain 
it, if you wish, but this is not a conversation you 
are carrying on. 

Q. (By Mr. Griffin): Do you recall that you 
prepared the O.P.A. pricing, Mr. Taylor? 

A. No, I do not, without seeing the documents. 
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The Clerk: Defendants’ Exhibit A-106 marked 
for identification. 

(Defendants’ Exhibit No. A-106 marked for 
identification. ) 

Q. (By Mr. Griffin): Did you obtain additional 
gasoline during O.P.A. period for your own use 
due to your work at Issaquah Creamery? [4243] 

A. Yes, it appears to me they moved me from 
an “‘A’’ card to a ‘‘13” card so that I could run out 
to Issaquah. 

Q. Handing you A-106 for identification, I will 
ask you if you dictated the original of that? 

A. Yes, I wrote this up. The copy of it you 
have made sometime. 

Mr. LeSourd: May I ask Mr. Griffin why -the 
actual carbon copy wasn’t brought into evidence, 
rather than the copy having been made of it? 

Mr. Griffin: Because that is the only document 
that I found in connection with that particular mat- 
ter in the file. 

Mr. Cox: I show a letter on the same subject 
on the Alpine letterhead. 

My. Griffin: This says ‘‘copy,’’ and that is the 
reason. I searched certain of these boxes, and this 
is the only one I found. That is answering your 
question,—the only one I found. 

Mr. LeSourd: The witness identified it as a copy, 
so that I will not object to it on that ground. I 
think it is completely irrelevant and immaterial, 
and I object to it on that ground, and improper 
examination. 
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Mr. Moriarty: The Government joins in the ob- 
jections and asks the Court to note the date. [4244] 

The Court: I am inclined to sustain the objec- 
tion. 

Mr. Griffin: Does not your Honor—it is offered 
as an impeaching document of the witness’s testi- 
mony. I am concerned only with Mr. Taylor’s own 
dictation of the first half of it. I am not concerned 
about getting gasoline at all, but only his descrip- 
tion of himself, and his relationship. 

The Court: In view of the nature of the appli- 
eation and all, I beheve it is the type of letter, 
and the ostensible purpose of a letter of that char- 
acter might not serve to be particularly relevant 
to the issue here involved. 

Mr. Griffin: May I ask the question if he did 
not describe himself as 
Mr. LeSourd: (Interposing) Just a moment. 

Myr. Griffin: I will not make a statement that is 
either offensive or that 

The Court: (Interposing) You may proceed. 

My. Griffin: May I ask a question incorporating 
his own description of himself, as to whether he 
so did? 

The Court: I believe not, Mr. Griffin. I think 
that would be subject to the same objection that I 
believe may be made properly to this exhibit. [4245] 

Mr. Griffin: Hold this one out, because I want 
it later. 

Q. (By My. Griffin): You handled for Mr. For- 
ster, did you not, and drafted milk agreements with 
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the Seattle Milk Shippers’ Association and Issa- 
quah Creamery ? 

A. Without copies of documents, I couldn’t tes- 
tify to it. I am not sure. 

Q. You advised Mr. Forster in an advisory ca- 
pacity, did you not, as to whether he should sign 
agreements with the Seattle Milk Shippers’ Associ- 
ation ? 

A. That is a rather new departure. I didn’t 
know that I advised him about how he should sell 
or buy milk. 

Mr. Griffin: Will you mark this for identifica- 
tion, please ? 

The Clerk: Defendants’ Exhibit No. A-107 
marked for identification. 

(Defendants’ Exhibit No. A-107 marked for 
identification.) 

Q. (By Mr. Griffin): Handing you Exhibit A- 
107 for identification, I will ask vou what that is, 
Mr. Taylor? 

A. It is my recollection that this was typed, and 
this agreement is the property of the Seattle Milk 
Shippers’ [4246] Association, and this was typed, 
and handed to me, but never went beyond that, and 
remained in my files, as far as J can recollect it. 

Mr. Griffin: Will you mark this sheet for iden- 
tification ? 

The Clerk: Defendants’ Exhibit A-108 marked 
for identification. 

(Defendants’ Exhibit No. A-108 marked for 
identification.) 
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Q. Handing you Exhibit A-108 for identifica- 
tion, Mr. Taylor, is this your handwriting? 


I don’t see my handwriting on there, at all. 


A. You missed one. That is not my handwriting. 
@. None of it? 

A. No. That I see on there, at all. 

®. Sir? 

A. 

Q. 


Did you attend any meetings of the Seattle 
Milk Advisory Board? 

A. Yes, I was the buffer for Mr. Forster. I 
went and attended a number of times. 

Q. Correspondence from the Seattle Milk In- 
dustry Board was directed to you? 

A. Sometimes, yes. 

@. And the same is true of the Seattle Milk 
Shippers’ Association? [4247] 

A. So far as I know, they were both the same. 
I am not sure. 

Q. And now, down until after you were sen- 
tenced, the relationship between you and Mr. For- 
ster was very close, was it not? 

A. Ina business way, to some extent, yes. 

Q. Ina business way? A. That is right. 

Q. Not in a social way? mw Ne, 

Q. Well, for how many years did you have lunch 
at the home of Mr. Forster when you were out at 
Forster? 

A. That hardly makes sociability. It was just 
for convenience. 

@. My question was: 
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For how many years did you have lunch with Mr. 
Forster in his home at Issaquah ? 

A. Well, offhand, on all the times that I went 
to Issaquah. 

@. And you have testified that during those 
luncheons, you did not discuss business, haven’t 
you? 

A. Not to any great extent did we ever discuss 
business. 

Q. Well, if your relationship was that strictly 
of business and not social, what did you discuss, 
if not [4248] business? 

A. Oh, I don’t know; various things that went 
on around the country.—Basketball, I think the last 
few years, because that was the principal subject 
of the Alpine Dairy for about ten years. 

Q. The principal subject of the Alpine Dairy 
for about ten years was basketball, is that right? 

ieee tet is right. 

@. Not milk? A. Not at his home, no. 

@. Among other things, Mr. Taylor, you loaned 
money from time to time to the Issaquah Creamery, 
did you not? 

A. Well, unfortunately, my financial position 
was much better than Mr. Forster’s, so I did oeeca- 
sionally help him shghtly. 

Q. Slightly, you say; as of 1939, do you recall a 
loan that you made, $5,500, to Issaquah Creamery ? 

A. It is possible. 

Ome Yourdid, didn’t you? 
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A. I don’t just recollect. If I saw the note, it 
would refresh my mind. 

Mr. Griffin: Jxcuse me a second. 

Will you mark these three notes, if you will, 
please, as one exhibit? [4249] 

The Clerk: Defendants’ Exhibit A-109 marked 
for identification. 


(Defendants’ Exhibit A-109 marked for iden- 
tification.) 


Q. (By Mr. Griffin): Handing you Exhibit A- 
109 for identification, J will ask you what those are? 
A. Those are loans that I made to Mr. Forster. 

@. That is, notes evidencing loans? 

A. Notes evidencing loans, yes. 

@. And the loans that you made were based 
more upon friendship and necessity, were they not, 
than the financial worth of the Issaquah Creamery 
at that time? 

A. The early loans were made because of finan- 
eial Jack. The $5500 loan I don’t have particular 
memory of. It only ran for 30 days. Just what it 
was for, at this ttme—it is only a 30-day loan. 

Mr. Griffin: J offer A-109 simply because the 
witness on the stand asked to see the notes. 

Mr. LeSourd: We have no objection. 

The Court: If there is no objection, Exhibit A- 
109 may be admitted. 

(Defendants’ Exhibit A-109 admitted in evi- 
dence.) 

@. (By Mr. Griffin): During this same period, 
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1938-39, Mr. [4250] Forster was making loans to 
the Issaquah Creamery, was he not? 

A. It is possible. 

Q. These loans were discussed with you? 

A. Possibly some of them. 

Q. You prepared the notes, did you not, repre- 
senting the loans? 

A. I do not recollect for sure. I may have. 

Mr. Griffin: Will you mark these two notes for 
identification, please ? 

The Clerk: Defendants’ Exhibit A-110 marked 
for identification. 

(Defendants’ Exhibit No. A-110 marked for 
identification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A- 
110 for identification, I will ask you what those two 
documents are? 

A. One note is dated July 6, 1938, for $20,000 
loaned by Mr. Forster to the Issaquah Creamery 
Company and marked ‘‘paid’”’; and another dated 
January 3, 1939, for $7,000 to the Issaquah Cream- 
ery Company. 

Your signature as secretary on each one? 
Giatais correct. 

Did you prepare those notes? 

T did. [4251] 

Was interest paid upon those notes? 

I presume it was. It would have gone 
through the journal if it was. 

Q. Did you inelude interest to Mr. Forster in 
the income tax return upon those notes? 
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Yes, if he supplied it to me. 

My question is: Did you? 

Yes, 1f he supplied it. 

Did he supply it? A. I don’t know. 
You knew about the notes, didn’t you? 
Yes, I knew about the notes. 
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Why didn’t you return the interest as income 
to Neg Forster whether he supplied it or not if you 
knew about the notes? 

Mr. LeSourd: If your Honor please, we object, 
first, to the form of the question, and, secondly, 
this matter is completely irrelevant and immaterial 
and not proper cross-examination. 

Mr. Griffin: I will withdraw that question. 

Q. (By Mr. Griffin continuing): Mr. Taylor, 
you also handled the purchase of office equipment 
for Mr. Forster, Alpine Dairy, Issaquah Creamery, 
didn’t you? 

A. I recommended the purchase of office equip- 
ment. [4252 | 

Q. And you purchased office equipment on your 
own signature loan? 

A. I may have, but Issaquah paid for it. 

@. Yes, but you did the purchasing of the neces- 
sary office equipment, didn’t you? 

A. If it was necessary, yes, after M> Forster 
approved it. 

Q. And you prepared the form of sales books 
and vouchers that were to be used, didn’t you? 
Issaquah Creamery and Alpine Dairy? 
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A. Most assuredly I did. The record shows it 
plainly. 

Q. You also handled the matter of contracts and 
drafting of contracts on the sale of equipment by 
the Issaquah Creamery, didn’t you? 

A. What is this you are saying again? Will you 
ask that question once more ? 

Q. Issaquah Creamery sold equipment from 
time to time, did it not—freezers, for example? 

A. And you say I prepared those? 

Q. My first question is: 

Issaquah Creamery was in the business—part of 
its business—in selling freezers, wasn’t it? 

A. Not generally, no. If I prepared any, it 
was [4253] very few. 

Q. Do you recall preparing any? 

A. I might have prepared one or two ’way early. 

@. You did prepare them, didn’t you? 

A. It is possible. 

Q. ‘You also handled the matter of garnishment, 
did you not, and collections? 

A. It is possible that when we first started at 
Alpine, that I may have handled the return of them, 
to talk to the attorneys to get them cleared up. 

Mr. Griffin: It is recess time. 

The Court: Ladies and Gentlemen of the Jury: 

We will recess now, and the Court calls your at- 
tention to the admonition given you on similar occa- 
sions, and asks that you heed it on this occasion. 

You may now be excused. 
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(Whereupon, the Jury retired from the court 
room.) 

(Whereupon, at 2:47 o’clock p.m. a recess 
was had in the within-entitled and numbered 
cause until 3:03 o’clock p.m. April 20, 1954, at 
which time, Counsel and defendants heretofore 
noted being present, the following proceedings 
were had, to-wit:) 

The Court: You may call the Jury. 

(Whereupon, the Jury was returned to the 
eourt [4254] room.) 

The Court: You may be seated. 

It is stipulated that the Jury and all Defendants 
are in the court room? 

Mr. Moriarty: Yes, your Honor. 

Mr. Griffin: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

Mr. Griffin: I understand I did not offer Exhibit 
A-110 for identification, which are the two notes 
from Issaquah Creamery Company to Hans For- 
ster. I now offer them. 

The Court: If there is no objection, they may be 
admitted. 

(Defendants’ Exhibit No. A-110 admitted in 
evidence. ) | 

Mr. Griffin: I may describe them, if the Court 
please. One note is dated July 6, 1938, $20,000 pay- 
able two years, Issaquah Creamery Company to 
Hans Forster, signed Hans Forster, President, L. 
Hicks Taylor, Secretary; and the other, January 3, 
1939, $7,000, ditto. 
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Q. (By Mr. Griffin): Now, did Mr. Forster give 
you the amount of interest paid on those notes, Mr. 
Taylor? Aw T do Ti0t [4255 ] 

Mr. LeSourd: (Interposing) Objeected to as ir- 
relevant and immaterial. 

The Court: Objection sustained. 

Q. (By Mr. Griffin): Did you inelude the in- 
terest paid upon those notes? 

My. LeSourd: Same objection. 

Mr. Griffin: Just a moment. 

Mr. LeSourd: Excuse me. 

@. (By Mr. Griffin continuing): In Mr. For- 
ster’s tax return? 

Mr. LeSourd: Objected to as irrelevant. 

The Court: Objection sustained. 

Q. (By Mv. Griffin continuing): You handled 
the matter and advised on the matter of leasing 
various properties by Mr. Forster, didn’t you, Mr. 
Taylor? A. It is possible. 

@. Is it possible, or is it a faet? 

A. Without a statement of what, I wouldn’t re- 
member. 

Q. You have no recollection, then, of assisting, 
or drafting, in any leases for Mr. Forster? By 
‘‘Mr. Forster’’ I mean any of his enterprises. 


A. I don’t recollect without having my mem- 
ory [4256] refreshed a little as to what they were. 

Q. Did you have anything to do—put it this 
way: Did vou take care of the matter of claims un- 
der insurance policies, damage to equipment and 
trucks ? 
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A. I think Mr. Meek handled all that. 

Q. Did you take care of the matter of the licens- 
ing of trucks? 

A. I think Mr. Meek testified that he handled 
all that. I don’t believe I ever obtained a license 
for a truck that I remember. 

@. Did you—were the insurance policies on the 
trucks deposited with you? 

A. I haven’t any recollection of them being. 

@. Were you advised from time to time when 
trucks had been disposed of so that you could 
obtain a correct inventory? 

A. JI believe that Mr. Meek now and then would 
contact me if a truck was disposed of, and we 
would check the information. 

Q. On October 5th of 1949, did you have a con- 
ference with Mr. Hagstrom in regard to a pro- 
posed insurance plan for Mr. Forster? 

A. It is my recollection that I did, yes. 

Q. In what capacity were you acting in that 
connection? [4257] 

A. JI helieve, if I remember correctly, that Mr. 
Forster didn’t want the policy, and asked me to 
kind of diplomatically tell him so. 

Q. Did you? A. Well, I did my best. 

Q. Did Mr. Forster ever purchase any real es- 
tate about which he did not confer with you? 

A. Oh, yes. Considerably. 

Q. What? 

A. Oh, all the real estate around the Alpine 
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Dairy. He handled that himself, or through some- 
body else. I didn’t know about it. 

Q. I think you testified that you advised Mr. 
Bezeau of Alpine Dairy to send these discount 
checks to Issaquah. That is because they had not 
been cashed, is that correct? 

A. To return them to Mr. Erickson, yes. 

Q. At Issaquah? A. Yes. 

Q. For what purpose, Mr. Taylor? 

A. Cancellation. 

Q. Did you instruct M1. Erickson how to cancel 
a eheck that had not been cashed ? 

I didn’t need to. He knew how. 

And you knew how? [4258] 

I don’t know. 

Do you know how? 

I think I could accomplish it, yes. 

And uneashed cheeks payable to a third party 
should be cancelled, should they not? 

A. Correct. 

Q. How? A. By destroying it. 

The Clerk: Defendants’ Exhibit No. A-111 
marked for identification. 

(Defendants’ Exhibit No. A-111 marked for 
identification.) 

Q. (By Mr. Griffin): You wrote all the checks 
on Arctie Gardens, didn’t you, Mr. Taylor? 

A. Quite correct. 

Q@. Handing you Exhibit A-111 for identifica- 
tion, what is that? 

A. ‘Phat is a cheek to the Peoples National 
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Bank, written by me on April 30, 1947, and it is 
my opinion that that is marked “void,’’ is it not? 

Q. What is the amount? 

A. $38,934.51. I might explain that in handling 
merchandise with the Peoples Bank, it was neces- 
sary to release warehouse receipts. They called me 
on a warehouse [4259] receipt, and I wrote this 
eheck according to their instructions. When it 
cleared, it was for less money and they charged the 
account with it and returned this check to me, and 
I voided it. 

Mr. Griffin: I offer A-11 for identification. 

The Clerk: A-111. 

Mr. Griffin: A-111, pardon me. 

Myr. LeSourd: We fail to see the materiality of 
it, your Honor, and object to it on that ground, and 
improper cross-examination. 

The Court: JI am inelined to sustain the objec- 
tion. Does it have relationship only to the last 
answer ? 

Mr. Griffin: No. To the interrogation that Mr. 
Erickson knew how to void checks, and he knew 
how to void checks, and he says this check is voided. 
I am curious to find out how he voided it. 

The Court: In view of the objection, the Court 
will sustain the objection. 

Mr. Griffin: This, of course, is within the period. 

The Court: Yes, but it has nothing to do with 
the issue involved, only as to his testimony regard- 
ing voiding of a check: is that correct? 

Mv. Griffin: Mo, he testified he ordered [4260] 
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Bezeau to send the discount checks upon which the 
Government is relying to Issaquah, and evidence 
develops that those checks were not voided. 

The Court: The fact he may have not voided 
one of his own checks wouldn’t mean he didn’t 
know how. 

Mr. Griffin: Well, only to the extent he is the 
accountant and said Erickson knew how. If he 
didn’t do his own 

The Court: (Interposing) Well, the Court will 
sustain the objection. 

Mz, Griffin: All right. 

Q. (By Mr. Griffin): You drew the agreement, 
did you not, as far as Arctic Gardens was con- 
eerned, between Mr. Forster and Mr. Brehm? 

A. I think, if you will look up the records, you 
will find that Leon Wolfstone formed that corpora- 
tion and took care of the legal matters pertaining 
to it. 

@. I didn’t refer to the incorporation, but to the 
agreement between Mr. Forster and Mr. Brehm; 
did you draft that agreement? 

A. JI don’t know, unless you can refresh my 
memory. 

Mr. Griffin: Will von mark this—excuse me, a 
minute. [4261] 

(Whereupon, there was a brief pause.) 

Mr. Griffin: (Continuing) Will you mark this 
document for identification, please? 

The Clerk: Defendants’ Exhibit A-112 marked 
for identification. 
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(Defendants’ Exhibit A-112 marked for iden- 
tification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A- 
112 for identification, what is that, Mr. Taylor? 

A. I am afraid it doesn’t give me any thought 
of what it covers. 

Q. Whose handwriting is it, Mr. Taylor? 

A. This is my handwriting, but I don’t recollect 
what it ties onto. 

@. The handwriting and the figure below the 
tape are yours? 

A. Oh, yes. Those are mine, but I don’t recol- 
lect what it ties onto. 

Q. Would it refresh your recollection if it is 
suggested that the adding machine tape is taken 
from the building cash register, or the cash register 
building account? 

Mr. LeSourd: Objection, your Honor, to matters 
that are not proper cross-examination and [4262] 
irrelevant and immaterial. 

The Court: This comment is to refresh your 
recollection. 

Mr. LeSourd: The comment indicates it is going 
into a matter not covered on direct, and irrelevant 
and immaterial to this case. 

The Court: I am not sufficiently informed at this 
time to know. 

Mr. Griffin: It is preliminary. 

A. No, it doesn’t clear anything, to me. 

The Court: This is merely an answer to the 
question about refreshing recollection. 


United States of America 2027 


(Testimony of L. Hicks Taylor.) 

het. Griffim: Yes. 

Will you mark for identification this top, which 
I tore off? 

The Clerk: Defendants’ Exhibit No. A-113 
marked for identification. 

(Defendants’ Exhibit No. A-113 marked for 
identification. ) 

Q. (By Mr. Griffin): Handing you A-113 for 
identification, Mr. Taylor, which I tore off of this 
before I handed it to you, that is not in your hand- 
writing, is it? 

A. No, this is not in my handwriting. 

Q. Does it refresh your recollection now as to 
what [4263] the tape on A-112 is above your hand- 
writing ? 

A. JI would assume from this that it had some- 
thing to do with the building account, but I can’t 
say positively because I do not remember the 
figures. 

Q. What was to be the—you had a conference, 
did you not, in regard to the building account with 
the Peoples Bank? 

Mr. LeSourd: Objected to, your Honor, as im- 
proper cross-examination and irrelevant and imma- 
terial. 

The Court: This is the building account? 

Mr. Griffin: Of the Alpine Dairy on which testi- 
mony in chief by the witness from the Peoples 
Bank showed that they suggested that a separate 
building account be set up. That was the Govern- 
ment’s case. 
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Mr. Moriarty: We join in the objection, your 
Honor. Immaterial, and improper cross-examina- 
tion. 

Mr. Griffin: It is preliminary to what I want 
to reach. 

Mr. LeSourd: Well, what he wants to reach is 
obviously in connection with an utterly immaterial 
matter that wasn’t covered in direct examination 
at all. 

The Court: Well, the fact that it may not have 
been covered doesn’t mean it wouldn’t be relevant. 
I haven’t any knowledge of what the matter ulti- 
mately shown here is, and the Court will overrule 
the objection on the [4264] representation it is a 
preliminary question. 

Q. (By Mr. Griffin): Mr. Taylor 

Mr. Griffin: Strike that. J offer Exhibit A-112 
at the present time, limited solely to the handwrit- 
ing identified by the witness. 

Mr. LeSourd: We object to it, your Honor, on 
the ground there has been no identification that 
would indicate the relevancy or materiality of it, 
and improper cross-examination. 

Mr. Moriarty: We join in the objection, if your 
Honor please. 

The Court: Sustain the objection. 

Mr. Griffin: Would your Honor look at the iden- 
tified portion ? 

(Whereupon, proposed exhibit was handed to 
the Court by Mr. Griffin.) 

The Court: I don’t see any relevancy, Mr. Grif= 
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fin. If you wish to discuss it in the absence of the 
Jury at a later time, the Court will hear from you, 
if you wish to re-offer it then. 

Mr. Griffin: I am dealing with one of the most 
relevant things in the case, and that is Account 198. 
That is why these questions have been preliminary, 
to reach that point. [4265] 

Mr. LeSourd: Well, I say, if your Honor please, 
if that was so important, Counsel should have shown 
it as part of his case. To drag something in on cross- 
examination that this witness cannot identify to 
show relevancy is beyond the scope of the direct 
examination. 

The Court: Well, I think I will adhere to the 
ruling at this time, and hear the matter when we 
recess 1f you wish to make a further showing, Mr. 
Griffin. 

Mr. Griffin: Very well. 

Q. (By Mr. Griffin): You spoke of appraisals 
of equipment and property, Mr. T'aylor. In connec- 
tion with those appraisals, there were disputes, 
were there not, as to the cost of appraisals? 

A. Nothing that I remember anything about. 

@. As a matter of fact, you handled the dis- 
putes? 

A. I have forgotten it, if I did. 

Q. You drafted the agreements, did you not, 
under which Green Pastures was acquired by Mr. 
Forster? 

A. I don’t recollect unless you can refresh my 
memory. 


2030 Hans Forster vs. 


(Testimony of L. Hicks Taylor.) 

Q. You handled, did you not, the matter of the 
application for license to the State of Washington 
and the Federal Government in connection with the 
handling [4266] of wine and beer? 

A. For whom? 

Q. Issaquah Creamery Company. 

A. It is possible that I might have participated 
1a: 

Q. You have no recollection? 

A. I don’t remember, offhand, no. 

Mr. Griffin: Will you mark these two sheets, 
please ? 

The Clerk: Defendants’ Exhibit A-114 marked 
for identification. 

(Defendants’ Exhibit A-114 marked for iden- 
tification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A-114 
for identification, I will ask you what that is? 

IT call your attention to the back sheet. Turn it 
over, if you will. There is some writing on there. 

A. Yes; that is dated March 15, 1936. 

Q. Does it refresh your recollection? 

A. Yes, it does, Mr. Griffin. 

@. You did handle the matter? 

A. Yes, I remember it now. 

Mr. Moriarty: The Government objects to the 
introduction. [4267] 

Mr. Griffin: I haven’t offered it. 

Mr. Moriarty: Oh, you haven’t. We will object, 
then. 
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Mr. Griffin: I will not offer it. I simply used it 
to refresh recollection. 

Q. (By Mr. Griffin): Now, Mr. Taylor, in addi- 
tion to the accounting work that you did from the 
time that Mr. Forster became associated with Issa- 
quah Creamery to and including March 31, 1948,— 
pardon me, 1950,—you assisted Mr. Forster in these 
matters that you testified to on direct examination 
and upon cross-examination, didn’t you? 

A. A good many of them, yes. 

Q. Was there any accountant upon whom Mr. 
Forster relied during that entire period of time 
except L. Hicks Taylor? 

A. Jam sure he relied upon me, yes. 

Q. You took pride, did you not, in being asso- 
elated with the Issaquah Creamery Company ? 

A. J most assuredly did. 

Mr. Griffin: Will you mark this, please ? 

The Clerk: Defendants’ Exhibit A-115 marked 
for identification. 

(Defendants’ Exhibit No. [4268] <A-115 
marked for identification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A-115 
for identification, I will ask you what that is? 

A. This is a—I don’t know what you eall it—a 
hist of recipes and a picture of the Issaquah Cream- 
ery Company, and JI even have my picture in it. It 
is a good ad. 

@. <A brochure, would you say, of the Issaquah 
Creamery Company ? 

A. You may eall it what you lke. 
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Q@. What do you mean, it is a good ad, Mr. 
Taylor? A. A good ad. 

Mr. Moriarty: If it is offered for impeachment 
purposes, I think Counsel ought to make a state- 
ment, and the only purpose in which it might be 
offered is on impeachment purposes. 

Mr. Griffin: The only purpose for which it is 
offered is to show the relationship of Mr. Taylor to 
the Issaquah Creamery Company. 

Mr. Moriarty: He already admitted that. 

Mr. Griffin: Not as I understand his testimony. 
Excuse me a second. At the bottom of the first page 
and [4269] turning over to the next page, if the 
Court please. 

Mr. Moriarty: That is also 1942, if your Honor 
please. 


(Whereupon, proposed exhibit was handed to 
the Court by Mr. Griffin.) 


Tne Court: I am inclined to sustain the objec- 
tion, Mr. Griffin. 

Q. (By My. Griffin): You drafted Mr. Forster’s 
first will for him, didn’t you, Mr. Taylor? 

A. I believe so, yes, a simple will. 

Q. You were the named executor in the will that 
was in existence until after these troubles arose, 
weren’t you? 

A. It is possible when Mr. Forster left for 
Switzerland, or when he planned it, he didn’t have 
a will of any kind. I suggested him to an attorney 
and have one filled out, but he didn’t care to, and I 


United States of America 2033 


(Testimony of LL. Hicks Taylor.) 
had a simple will in my offiee that I filled out for 
him to sign. 

Q. When was it that Mr. Forster went to Switz- 
erland that you are referring to? 

A. Well, possibly around 1937 and back in there. 
J don’t remember the date of the preparation of the 
will. 

@. Your relationship with Mfr. Forster was so 
[4270] close that you wired him to eable you if he 
was safe on landing, didn’t you? 

A. I believe that in 1937, it is possible that that 
is the ease. I am not sure. 

Mr. Griffin: Wiul you mark this cable, please? 

The Clerk: Defendants’ Exhibit A-116 marked 
for identification. 

(Defendants’ Exhibit A-116 marked for iden- 
tification.) 

Q. (By Mr. Griffin): Handing you A-116 for 
identification, and referring only to this cable, I 
will ask you what that is, Mr. Taylor? 

A. It must have been something connected with 
me. My name is all over it, but I haven’t written 
any of it. 

Q. No? A. So 

@. (Interposing) Does it refresh your recollec- 
tion that you sent a cable to Mr. Forster inquiring 
whether he was safe in Switzerland? 

A. It does refresh my recollection to this ex- 
tent: the war had commenced over there, and we 
had information here that Forster might not get 
out of [4271] Switzerland, and the group of us got 
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together and decided we should try to determine 
what his condition was, and I believe that was the 
reason for this cable. 

Q. Signed by you? 

A. Well, it must have been, although that is not 
my writing. 

Q. It would be ’phoned in? 

A. Possibly. I don’t recollect that. 

@. And at that time, you held a power of attor- 
ney from Mr. Forster during his absence, didn’t 
you? 

A. Without seeing it, I couldn’t say, for certain. 
IT am not positive of that. 

Q. You had charge of his business while he was 
gone on that trip? 

A. There were three or four parties who had 
charge of various departments at the time, if any 
difficulties arose. I was to sit in, and see what was 
the best thing to do. 

Q. By the way, you mentioned, with reference to 
an Arctic Gardens check of fifty dollars and seven- 
teen cents, that it would have cost you three cents 
to send the 17 cents; do you recall? 

A. Yes, I remember very well. 

Q. As a matter of fact, that was an account at 
the Peoples National Bank of Washington, wasn’t 
it? [4272] A. Yes. 

@. You also had an account in the National 
Bank of Commerce, didn’t you? 

A. I believe we did have a small account; I ant 
Hoe sure, 
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Q. Do you recall that you closed out that ac- 

count, as well? &. Lt is possible. 

And didn’t remit ? 

How much was it? 

I am asking if you recall? 

I don’t remember that, no. 

r. Griffin: Will you mark this for identifica- 
tion, please? 

The Clerk: Defendants’ Exhibit A-117 marked 
for identification. 

(Defendants’ Exhibit A-117 marked for iden- 
tification. ) 

Q. (By Mr. Griffin): Handing you Exhibit A-117 
for identification, I will ask you what that is? 

A. The Arctic Gardens had a small account in 
the National Bank of Commerce, the reason being 
that this combination of the Arctic Gardens and 
Mr. Brehm dealt with the National Bank of Com- 
merce and Mr. Forster with the [4273] Peoples 
Bank, and they each had their loans respectively 
in the banks and it was necessary to carry a small 
Dalance there to take care of interest payments and 
possibly demand notices and we carried a small 
account for a small time, and then in 1948, when 
it was not necessary to carry that account, I closed 
this out and from the looks of the check, credited 
it to my services account. It is $64.57. 

Q@. The question, Mr. Taylor,—can we put it 
this way: that this is a statement of the National 
Bank of Commerce with a cancelled check attached ? 

A. That is correct, made out to me. 


2>Oore 
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Q. Made out by you to yourself, is that right? 

A. Thattissiaehi 

Mr. LeSourd: We have no objection. 

Mr. Griffin: I offer A-117. 

Mr. Moriarty: No objection. 

The Court: A-117 may be admitted. 

(Defendants’ Exhibit A-117 admitted in evi- 
dence. ) 

@. (By Mr. Griffin): The check was cashed— 
was made by you for Arctic Gardens payable to L. 
Hicks Taylor, is that right? A. Yes. 

Q. And deposited to your personal account, 
wasn’t [4274] 1? 

A. I deposited all my checks to my personal 
account, yes. 

Q. That is, you got the proceeds of that check, 
didn’t you? 

A. That is correct. I testified I applied it to my 
fees. 

@. Pardon me, Mr. Taylor, you were never in- 
terrogated about that check, were you? 

Mr. LeSourd: I will object to that as argumenta- 
tive. He was interrogated a few moments ago, and 
said he applied it to his services. 

The Court: Well, the objection is overruled. 

Q. (By Mr. Griffin): You were never interro- 
gated until just now about this check, Exhibit A- 
117, were you? 

A. I don’t remember of it, no. 

Q. You were interrogated and testified about a 
check for one hundred and fifty dollars and fifty 
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dollars and seventeen cents, which you referred to? 
A. Yes, all the checks I received I earned, don’t 
forget it. 
Q. The $64.57 check you did not account to to 
Mr. Forster, did you, Mr. Taylor? 
I had the approval of Mr. Brehm. [4275] 
Which Mr Brehm is that, please, Mr. Taylor? 
Mr. Brehm was the partner in this company. 
Elis name is what? 
Edward Brehm. 
Edward Brehm approved your drawing 
(Interposing) They both knew; they both 
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knew. 

Q. Just a moment, Mr. Taylor. Edward Brehm 
approved your drawing this check and depositing 
it to your personal aecount, did he? 

A. Sure. 

@. At the time it was drawn? 

A. I would say so. 

Q. Your relationship with Mr. Forster, Mr. 
Taylor, from your first acquaintance until at least 
April, 1950, was one of close personal confidence, 
wasn’t it? 

A. Very close, until the 21st of April. 

@. And even he knew 

Mr. Griffin: Strike that. 

Q@. (By My. Griffin continuing): After you had 
pled guilty to income tax evasion, you knew Mr. 
Forster advised with your parole officer, didn’t you? 

A. Yes, I knew it. [4276] 

Q. And still asserted his whole belief in you? 
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A. Until the 21st day of April. We had words 
the 2ist day of April coming from Conway. 

I have had “How do you do” with Mr. Forster 
since the 21st day of April, supposedly, and pub- 
lished as a best friend and trusted financial adviser 
in the newspapers, but when Mr. Kachlein got ahold 
of him, I have not heard from Mr. Forster since. 

Q. You were Mr. Forster’s trusted and best 
friend and financial adviser, weren’t you? 

A. It must have been fine when he wouldn’t get 
in touch with me after the 21st day of April. 

It must have been very close. 

Q. Iam inquiring down until the date you gave, 
April 21, 1950; until that time you were the close, 
personal adviser and friend of Hans Forster and 
he of you, isn’t that true? 

A. How does poison spread so fast? The 21st 
day of April we left each other friends, and we 
have not had over three words since that time, be- 
cause his mind was poisoned by my former attorney. 

Q. My question is, Mr. Taylor 

A. (Interposing) T am answering what actually 
happened. 

The Court: If vou will listen to the question, 
and [4277] then you mav answer. 

The Witness: <All right. I apologize to you, 
Judge. 

Q. (By Myr. Griffin): My question is, Mr. Tay- 
lor, until the date that you fix, April 21, 1950, you 
and Mr. Forster were the closest of personal 
friends. and vou as his chief adviser? 
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That is true, isn’t it? 

A. I was his accountant, not his chief adviser. 
There were others who took part with Mr. Forster 
in the advice of his affairs. 

Were you very close friends? 

We were not close social friends at all. 
Were you close business friends ? 

We were fairly close business friends, yes. 
And going back now to my original question : 
you chow that he had conferred with the parole 
officer, your parole officer, after you had pled guilty 
and still asserted faith that you weren’t wilfully at 
fant, didnet le? 

A. Yes, and he was truthful. 

@. And, Mr. Taylor, even after the investiga- 
tion started upon Mr. Forster’s books that had 
been maintained by you, you are aware of the fact 
that Mr. Forster [4278] asserted to the Revenue 
Agents that he did not believe that you could be 
euilty, didn’t he? 

Mr. Moriarty: Objected to as not proper cross- 
examination and hearsay. 

Mr. Griffin: It was testified to by the Reve- 
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The Court: (Interposing) Objection overruled. 
A. Why didn’t he contact me? 
Mr. Griffin: I will reach that eventually, but 
may I have the question read, please? 
The Court: Mr. Reporter, read the question. 
(Whereupon, preceding question was read by 
the reporter.) 
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A. (Continuing) That was never repeated to me. 

Q. (By Mr. Griffin): You heard the testimony 
in the courtroom in that regard? 

A. I don’t believe so. 

Mr. Moriarty: Object to the form of the ques- 
tion, 1f your Honor please, not proper cross-exami- 
nation. 

The Court: Objection sustained. 

Q. (By Mr. Griffin): During the years 

Mr. Griffin: Strike that. [4279] 

Q. (By Mr. Griffin continuing): You consid- 
ered Mr. Forster as a single client, didn’t you, Mr. 
Taylor? Ae le didenet: 

@. You considered him as a single client in this 
sense, that he was the Alpine Dairy? 


A. Correct. 

@. That he was sole owner of Issaquah Cream- 
ery? A. Correct. 

Q. That Simonson and Forster was one of his 
enterprises ? 


A. He did not contro] that. Mr. Simonson was 
the one that operated that. 

Q. My question was. von considered Simonson 
and Forster as one of his enterprises? 

A. One of the eight enterprises, yes. 

@. One of the eight: Renton Tee and Iee Cream 


Company ? A. Yes. 
@. Apex Farms? A. Yes. 
Q. Arctic Gardens? A. Yes. 
Q). Uteard—Finstad and Uteard ? 
eee res. 


United States of America 2041 


(Testimony of L. Hicks Taylor.) 

Q. You considered, did you not, that Mi. Feor- 
ster—that [4280] you were representing Mr. For- 
ster, who had cight separate entities of which he 
was the sole proprietor of some and substantially 
interested in the others? Se “Thates @eht: 

Q. And during the years 1945 to 1949, you were 
paid slightly in excess of five thousand dollars a 
year for the serviees that you rendered, weren’t 
you? 

A. Probably it averaged about forty-five hun- 
dred dollars, as I remember it. 

@. Did you ever average it, Mr. Taylor? 

A. I don’t know that IT ever did. 

Q@. Would you say that it did not average 
slightly in excess of five thousand dollars a year for 
those years, considering Washington Athletic Club 
dues ? 

A. It is possible it did. I don’t remember. I 
saw it once here, but I have forgotten what the fig- 
mres were. 

Q. Before the split-off of Alpine, you were mak- 
ing separate profit and loss statements and the bal- 
anee sheet for Alpine as operated by Issaquah as 
well as separate balance sheets for Issaquah and 
profit and loss statements, weren’t you? 

A. I was making one balance sheet and dis- 
played the operations of Issaquah and Alpine Dairy 
Separately. [4281 | 

Q. Yes: which would be the same situation if 
you had displayed it upon different shects. wouldn't 
it, as far as work was concerned ? 
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A. “Oh, Wardly: 

Q. At the time of that separation, did you ad- 
vise Mr. Forster that Mr. Erickson could handle 
the journal at Issaquah ? 

A. He was handling it. 

Q. JI am referring to the journal for Alpine. 

A. He said he could handle it, yes, Mr. Forster 


@. Iam asking you if you said he could? 

A. I approved that he could, because I knew 
that he could. 

Q. Mr. Taylor, will you tell the Jury what Mr. 
Forster knew about a journal ? 

A. Quite a little. 

Q. What? 

A. He used to look it over quite often. 

Q. You didn’t have the journal, did you? 

A. No, the journal was out at Issaquah. I had 
the ledger. 

@. You had the ledger, yes. 

A. I had the ledger, but the journal was at Issa- 
quah. [4282] 

@. What did he look at in the journal? 

A. I don’t know. I have seen him look at the 
journal with Harold. 

Q. And do you know what they were looking at? 

A. I don’t know; I never checked into it. 


Q. You were never curious what he was looking 


A. It didn’t make any difference to me. 
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@. How many times in twenty years did you 
ever sce Mr. Forster look at the journal? 

A. Qh, four or five times. 

Q. That would be when you were there? 

A. Yes, he might have looked at it a lot when 
I wasn’t there. I don’t know. [4283] 
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L. HICKS TAYLOR 
upon being recalled as a witness for and on behalf 
of the Defendant Taylor, and having been previ- 
ously duly sworn, testified as follows: 
Cross Examination—(Continued) 

Mr. Griffin: Will you mark this, please? 

The Court: Defendants’ Exhibit A-118 marked 
for identification. 

(Defendants’ Exhibit A-118 marked for iden- 
tification.) 

My. Griffin: If the Court please, I offer in evi- 
dence Court’s Exhibit A-118 which is a certified 
copy of a deed from Hans and Evelyn Forster to 
Frank L. Morris, dated January 25, 1946. This is 
in connection with the previous morning’s §testi- 
mony. 

Mr. LeSourd: We make the same objection, your 
Honor, we did when this other testimony on this 
transaction came in; irrelevant and immaterial, and 
improper cross-examination. 

The Court: That objection may show. There is 
no objection so far as the identification goes. 

Mr. LeSourd: No, no objection on that. 
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The Court: Objection overruled, and the Ex- 
hibit, 118, may be admitted. [4290] 

(Defendants’ Exhibit A-118 admitted in evi- 
dence.) 

Mr. Griffin: I would ask if it would be stipu- 
lated, to save showing proof, that in the year 1946 
the required revenue stamps upon a deed by the 
Federal Government were $1.10 a thousand, and 
by the State of Washington, $1.00 a thousand ? 

Mr. Cox: That is the current rate. 

Mr. Keesling: I think it is $1.05. 

Mr. Griffin: Very well. 

Mr. Cox: We can ascertain that. 

The Court: May we proceed on that stipula- 
tion with the understanding that if upon further 
eheck that is not correct, we can amend the stipu- 
lation ? 

I take it, Mr. Griffin, you have checked it? 

Mr. Le Sourd: Have you personally checked it? 

The Court: Is that agreeable to proceed on that 
basis? 

My. LeSourd: I don’t believe so, your Honor. 

Mr. Griffin: All right. 

May I describe A-118 to the Jury, if the Court 
please? It is a warranty deed from Hans and Eve- 
lyn Forster to Frank L. Morris. The stated con- 
sideration [4291] is ten dollars. The deed is—the 
Notary upon the deed is L. Hicks Taylor. The deed 
bears documentary stamps, State of Washington, 
ten dollars, five dollars, fifty cents, and of the 
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United States Government, ten dollars, five dollars, 
two dollars, five cents. 

Q. (By Mr. Griffin): Myr. Taylor, are you still 
unaware of the requirement of documentary stamps 
upon a deed in the year 1946, both Federal and 
State? 

A. You are asking me if I know the rates? 

Q. Yes, I am asking if you are still unaware of 
the rates? 

A. Iam not aware of the rate. 

Q. You purchased the stamps for the deed, 
didn’t you, Mr. Taylor? 

ee Wameafraid not, as I remember it. 

Q. Did you take the acknowledgment? 

A. I took the acknowledgment, yes. 

Q. And you prepared the deed, Mr. Taylor? 

A. In all probability. I might examine it to be 


(Whereupon, there was a: brief pause.) 


A. (Continuing) Yes, I prepared this deed, but 
T had nothing to do with the Revenue Stamps. 

Q. Were the Revenue Stamps on the deed when 
you [4292] took the acknowledgment? 

A. They were not. If you will notice, that is filed 
at the request of F. L. Morris. 

Q. He was the purchaser? 

A. He filed it, and he took it to the court house, 
and he bought the stamps. 

Q. And you represented both Mr. Morris and 
Mr. Forster? 
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A. But I did not buy the stamps, and I did not 
record the deed. 

Q. Ordinarily, the purchaser records the deed, 
doesn’t he, Mr. Taylor? 
Yes, and ordinarily he buys the stamps, too. 
Sir? 
Ordinarily he buys the stamps. 
The purchaser ordinarily buys the stamps 
In this particular case, yes. 
r. Griffin: Let me see A-16, please? 


ZPOPO> 


(Whereupon, document was handed to Mr. 
Griffin by the Clerk.) 


Q. (By Mr. Griffin): I understand that went 
you went out to Issaquah, you were supplied a tape, 
of which A-16 is one of the tapes supplied, is that 
right? 

A. Yes, this is the tape; A-16, yes. [4293] 

Q. And you entered the figure from A-16 into 
your ledger, your control ledger, is that correct? 

A. It is part of the posting, yes. 

Q. What other posting is there? 

A. There is posting from the journal, as well. 

Q. The items on A-16 are taken from the jour- 


nal, are they not? A. That aseconnect,. 
Q. What items are left off A-16 from the jour- 
nal? A. The control items. 


Q. How many were those? 

A. Cash, bank, accounts receivable, and accounts 
payable, and clearing account. 

Q. So, your work, as I understand, was to take 
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these items off of the tape and post into the jour- 
nal A. (Interposing) Yes. 

Q. (Continuing) plus these three or four 
items from the ledger that you have testified to, is 
that correct? A. Thats correct. 

@. And on the same day that you were out there, 
these were postings of both Issaquah Creamery and 
Alpine Dairy, is that correct ? a, wie 

@. And after the acquisition of Alpine Ice 
Cream [4294] Company, you also did that posting 
there at Issaquah, did you not? A. Yes. 

Mr. LeSourd: Just a moment. 

Q. (By Mr. Griffin): So that 

Mr. LeSourd: (Interposing) If your Honor 
please, the answer came before I could get an ob- 
jection in. I will move to strike on the ground of 
improper cross-examination. It is a subject not 
covered by the direct examination of Mr. Taylor. 

The Court: Objection overruled. 

Q. (By Mr. Griffin continuing): So that all 
these hours you spent at Issaquah, you were doing 
the posting of three of these enterprises, limited to 
the sort of posting that is shown here, that you just 
testified to, is that right? 

A. The last five months of 1949 included the 
Issaquah Ice Cream Company,—I beg your pardon, 
Alpine Ice Cream Company, Incorporated. 

Q. And, by posting, you simply meant taking 
the figures off of this tape and writing them down 
in your control ledger? That was posting? 

A. Posting the general ledger, yes, sir. 
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Q. Now, my question is: [4295] 

Simply taking the figures off of the tape, for 
example, A-16, and writing those figures in your 
ledger, that is posting? 

A. I answered “Yes, sir, posting the general 
ledger.’’ 

Q. Your answer is ‘‘Yes,’’ is it? 

A. JI said “Yes, posting the general ledger.’’ 

Q. What else did you do at Issaquah Creamery 
that day? 

A. That practically took the day. 

Q. It took you the day? 

(Whereupon, there was a brief pause.) 

Q. (Continuing) It took you the day to post 
twenty-four items of Issaquah Creamery, and 27 
items of Alpine Dairy, plus the journal items you 
have mentioned to make those entries in the ledger, 
did it? 

A. You have been playing around here with 
work sheets. You might note some of those work 
sheets, and see if there was any work on those. 

Mr. Griffin: May the question be read, if the 
Court please? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question in two parts 
was read by the reporter.) 

A. (Continuing) Yes, in conjunction with the 
[4296] work sheets. 

Q. (By Mr. Griffin): Did you pay any par- 
ticular attention in your posting to the second larg- 
est item on Exhibit A-16, the sheet headed ‘“Issa- 
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quah,” the second largest item of $64,263.91, misccl- 
Janeous; did you pay any particular attention to 
that item except to write the figure in your ledger? 

A. That is correct. It was posted to the ledger 
in account No. 9, miscellaneous. 

@. My question is: Did you pay any particular 
attention to that item except just to write the figure 
in your ledger, as to what that item contained ? 

A. I told you what I did. I posted the general 
ledger to miscellaneous, the account No. 9. That 
is what you asked me. 

Q. My question is: did you pay any particular 
attention as to what that large item of sixty-four 
thousand dollars for that month contained? 

A. Not beyond the posting. 

Q. You testified that you assumed when Mr. 
Forster gave you the figures of interest, that he 
was giving you net interest, is that correct? 

A. Net interest, yes. 

Q. You knew as an accountant that you had, or 
[4297] the taxpayer had, to enter upon his return, 
all interest received, didn’t you? 

A. I believe, if you will read the tax return ex- 
planation, you will find that business interest is to 
be entered in one sum. 

Your net receipts and net deductions taken off. 

@. My question, Mr. Tavlor, is: That you knew, 
as an accountant, that the taxpayer must enter all 
interest received on the tax return, must he not? 

A. Interest received, less any business interest 
paid out. That would be net interest. 
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Q. What do you mean, ‘‘business interest paid 
out”? 

A. Business interest is interest that is paid to- 
ward business obligations. The interest that ap- 
pears on page 3 of the tax return is interest paid 
on chattel mortgages, and personal operations 
within his household. 

Q. Mr. Taylor, as of the present, it is even re- 
quired that the name of the payee of every item 
of interest be entered on the tax return, isn’t it? 

A. You are exactly right, for 1950 and 1951, 
they ask for a listing of who you drew the interest 
from, yes. 

Q. That was the requirement of the total in- 
terest [4298] received, not net; gross interest re- 
ceived before the new ruling to make you specify, 
wasn’t it? A. Not necessarily. 

Q. I hand you exhibit—Plaintiff’s Exhibit 1, 
which is the individual income tax return for Mr. 
Forster of 1945, and call your attention to Sched- 
ule ‘*B’”’—— 

Mr. Griffin: Excuse me a second. 

(Whereupon, there was a brief pause.) 

Q. (By Mr. Griffin continuing): Under ‘‘De- 
ductions’’—there is a heading under ‘‘Deductions”’ 
of interest, isn’t there? 

A. You are speaking of page 3 of Form 1040. 
It says, “Interest,” yes, sir. 

Q. ‘That means that interest that you shall enter 
there for the taxpayer is the interest he has paid 
out, doesn’t it? 
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A. ‘That form is very simple there. This is the 
computation that ealls for the deductions where 
you do not use the standard deduction. This is in- 
terest on personal chattel mortgages, your home, in- 
terest on contracts of purchase for furniture and 
such as that; not business interest. 

Q. All might; that is the kind of interest we are 
talking about, Mr. Taylor. 

A. We are not talking of two same interests at 
[4299] all; one is business interest, and this is for 
household interest that affects the standard deduc- 
tion on the tax return. 

Q. Now, Mr. Taylor, I am not talking about 
business interest. 

A. That is what I am talking about. It is what 
I was working with. 

Q. Mr. Taylor, I am not talking about business 
interest. My question is, on page 3, under dedue- 
tions, the form provides for the deduetion of inter- 
est to be entered, that has been paid out, doesn’t it? 

A. As Ihave explained, you are referring to a 
different portion of the income tax return, when 
you refer to the deductions for his personal obli- 
gations. 

He has a privilege under the Tax Law to take a 
standard deduction of $500 or list his contributions. 
His interest, his taxes, his losses from storm, ship- 
wreck, or other casualty, medical and dental ex- 
penses. There are two distinct different places to 
report interest. 

Q. Mr. Taylor, when you requested, you say, 
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Mr. Forster to give you his itemization of the in- 
terest he had paid out, or the interest received, 
rather, first, vou were not referring to business in- 
terest received in business, were you? 

A. I was referring to his interest earned, and 
[4300] all his interests as far as I knew was busi- 
ness interest. 

Q. Why, then, wasn’t it entered upon the books 
by you? 

A. Why wasn’t it entered on the books by Mr. 
Forster, not by me. He ran the books of original 
entry. I did not. 

The Court: Mr. Taylor, I will have to caution 
you that when questions are put, you are to answer 
the questions and not to argue with counsel. 

The Witness: I apologize, your Honor. 

Q. (By Mr. Griffin): Mr. Taylor, you were the 
accountant making the personal returns for Hans 
Forster and Evelyn Forster, his wife, were you not? 

A. That is correct. 

Q. You were the accountant keeping the books 
of Hans Forster, were you not? 

A. I was maintaining the general ledger. 

Q. Now, when you asked Mr. Forster for any 
other items, I believe you said interest, dividends, 
you were asking Mr. Forster for any items of in- 
terest paid to him personally that did not—that 
had not gone through the business books, weren’t 
you? A. That is correct. [4801 | 

Q. All right; now, going back to this return that 
you are making for Mr. Forster, on the first page, 
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item 3, entitled “Your Income,’’ ‘Enter here the 
total amount of your dividends and interest, includ- 
ing interest from Government obligations unless 
wholly exempt from taxes.’’, and, as the accountant 
for Mr. Forster, making an honest return, you were 
required to enter all the interest that Mr. Forster 
had received, weren’t you, aside from business in- 
terest ? 

A. If Mr. Forster gave me the interest honestly, 
it went on the tax return honestly. 

Q. Mr. Taylor, you have testified time without 
number, that vou assumed that the interest that 
Mr. Forster gave you was net. 

A. And was the correct interest. 

Q@. Now, net interest does not mean the total 
interest received, does it? 

A. It could mean the total interest received, less 
interest paid out. 

Q. That would be gross interest, wouldn’t it? 

A. Gross less paid out interest, would be the net 
interest. 

Q. Mr. Taylor, under item 3 of what you called 
a ‘‘simple return,” you were required to enter all 
interest received by the taxpayer, weren’t you? 

A. Which was done from their figures furnished 
roe ine: 

Q. I understood he gave you a single figure, 
you said, which you considered to be net? 

A. That is right. That was the figure he said 
was his interest, and I took it. 

Q. But you knew, as an accountant, or did you, 
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that the total interest received, was to be entered 
on his—on Division 3 of the first page of this re- 
turn; you knew that, didn’t you, or did you? 

A. I entered the interest that Mr. Forster gave 
me as his interest earned. 

Mr. Griffin: May that question be read, if the 
Court please? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read 
by the reporter.) 

Q. (By Mr. Griffin): Did you know that? 

A. It is entered. The interest given me is en- 
tered there. 

The Court: Mr. Taylor, the question is: Did you 
know it? 

The Witness: Well, I don’t know what his ques- 
tion means—if you know what? What does his 
[4303] question mean? 

Q. (By Mr. Griffin): Did you know that the 
taxpayer was required to enter upon line 3, under 
heading ‘‘Your Income”’ interest received ? 

A. I entered what I received from him, yes. He 
was the taxpayer. 

Q. Mr. Taylor, do you refuse to answer the 
question ? 

A. You are confusing the question. You asked 
me if I entered the interest he gave me, and I said 
meee Ss." 

Q. I asked you if you knew, you, personally, 
Mr. Taylor, knew that the taxpayer was required 
to enter under the heading of ‘‘Your Income,’’ un- 
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der subdivision 3, all interest received during the 
taxable year? A. That is right, yes. 

Q. And did you know that under the heading of 
“Deductions”? on page 3, a place is provided for 
deducting interest paid out? 

A. Yes, I have explained that. 

Q. Then why, as an accountant for Mr. Fors- 
ter, did you not advise him that what you wanted 
and had to enter was the interest received, and the 
interest paid out, and not net interest? [4304] 

A. Mv. Forster gave me a lump sum of interest, 
sometimes in two figures. Mr. Forster knew what 
his income was, and could give it to me. 

Q. Mr. Taylor, you have stated that Mr. Fors- 
ter kept the original books of entry. What do you 
mean by that? 

A. His office retained the books of original 
entry. 

Q. To your knowledge, did Mr. Forster ever 
make an entry in any book of any kind? 

A. I don’t know that I have any knowledge of 
ne, anl0. 

Q. You have testified, Mr. Taylor, that you never 
saw A-61 before. That is the statement of assets of 
Mr. Forster as of January 1, 1947. Is that correct? 

A. I so testified, yes. 

Q. My question is: this is a photostat, is it not? 

A. No, that is the original. 

Q. That is the original. How did you happen to 
have it in your files, Mr. Taylor? 

A. I am afraid you didn’t 
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Q. (Interposing) That you referred to so much. 

A. Iam afraid that you didn’t find that in my 
[4305] files. 

Mr. LeSourd: If your Honor please, I will ask 
that the last question and answer be stricken. It is 
highly improper. Mr. Griffin’s question assumed a 
fact contrary to the testimony of Mr. Forster whose 
testimony was, as I recall it, that he found this in 
a bureau drawer, and I think it is highly preju- 
dicial and I move to strike it. 

The Court: That is A-61? 

Mr. Griffin: I think that is Mr. Forster’s testi- 
mony. J am agreeable that the question and answer 
be stricken. 

The Court: The last question and answer by Mr. 
Griffin may be stricken, and the Court will disre- 
gard it. J mean, the Jury will disregard it. 

Q. (By Mr. Griffin): Mr. Taylor, you rode once 
a month, on an average, with Mr. Forster to Con- 
way and back from Conway, didn’t you, over a 
period of years? 

A. Yes, we were together, probably two hours or 
two and one-half hours. 

@. Each way? 

A. Probably one hour each way. Maybe a little 
bit longer. 

Q. Did you discuss business? 

A. Sometimes. [4306] 

Q. You didn’t discuss any social matters, did 
you? A. Sometimes. 

Q. I thought you were not—— 
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A. (Interposing) Basketball. 

Q. Oh, yes, basketball. Now, speaking of basket- 
ball, basketball was one of the advertising methods 
used by Mr. Forster, wasn’t it? 

A. Yes, I think so. 

Q. Did you advise him that he could charge 
those advertising items off to expense? 

A. I have no recollection of it beme discussed. 

Q. You just discussed basketball, is that right? 
Were you interested in basketball, Mr. Taylor? 

A. I used to play once in a while when a young 
fellow. 

Q. My question was: Were you interested in 
basketball, Mr. Taylor? 

A. To some extent, yes. 

Q. And that was your main subject of discus- 
sion with Mr. Forster; it was basketball, was it? 

A. Many times. 

Q. Quite usually—quite often on these trips, 
Mr. Forster had slips hke A-61 which he discussed 
with [4807] you, didn’t he? 

A. It is possible, but I don’t have any recollec- 
tion of them. 

(). Now, I think you stated, Mr. Taylor, that 
you never saw the milk equalization checks that are 
in evidence here; is that correct? 

A. J have no knowledge of seeing them, no. 

Q. You were familiar with the matter of milk 
equalization, were you not? 

A. I was not until this trial started. 

Mr. Griffin: Exhibit 280, please. 
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(Whereupon, Exhibit was handed to Mr. 
Griffin by the Clerk.) 

Q. (By Mr. Griffin): Then why, Mr. Taylor; 
not being familiar with, I think you said, milk 
equalization checks, and milk pricing—that is a cor- 
rect statement of your testimony, is it not? 

A. I would like that question read again. I don’t 
follow you on it. 

Q. I said, vou are not familiar with the milk 
equalization or with milk pricing, as I understand? 

A. Not directly, no. 

@. Then why in one year- Somat did you transfer 
forty thousand dollars on the books on your ledger 
from [4308] Issaquah Creamery to Alpine Dairy, 
and another year-end fifty thousand dollars from 
Issaquah to Alpine Dairy on the basis of milk 
equalization ? 

A. Do you have any schedule showing that I 
performed such a service ? 

Q. You heard Mr. Eppler’s testimony, did you 
not, sir? 

A. LI didn’t say thatyl did, 

Q. You made the entry in the—in your ledger, 
did you not? 

A. There was no such entry as forty or fifty 
thousand dollars in any one item in those ledgers. 

Q. In any one item; there are four—there are 
four ten thousand dollar items in the one and five 
ten thousand dollars in the other, are there not, 
making forty thousand once and fifty thousand the 
second time? 
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A. I had no recollection of ever seeing such 
figures in my ledger. 

Q. Did you hear Mr. Eppler’s testimony in re- 
eard to the transfer of figures 

A. (Interposing) He didn’t—— 

Q. (Continuing) in that particular? 

A. He didn’t in any way associate me with 
them. 

Q. Or the ledger? [43809] 

A. I don’t think he associated the ledger with 
mt, either. 


@. Or the income tax return prepared by you? 
Mr. LeSourd: If your Honor please, it doesn’t 
appear to me that this 1s proper cross examination, 
to go over what Mr. Eppler testified. If he wants 
to ask Mr. Taylor what he knows 


The Court: (Interposing) Mr. Taylor is pro- 
voking many of these matters by his answers. 
Therefore, if the answers bring into issue some of 
these matters, it is proper that they be clarified. 

Mr. LeSourd: If your Honor please, he asked 
if Mr. Eppler testified so and so. He said he did 
mot, as far as he can reeall. I don’t see how that 
opens up for argument that which Mr. Eppler 
testified to. It is certainly not proper cross-exami- 
nation. 

The Court: Well, I agree that some of these mat- 
ters appear to be argumentative, but lhkewise, it 
is provoked, I believe, as much by the witness, if 
not more so. 
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I suggest that the question now be put, and you 
may proceed. 

Myr. Griffin: All right. [4810] 

Q. (By Mr. Griffin): Mr. Taylor, in the income 
tax return prepared by you for Alpine Dairy and 
Issaquah Creamery, did vou reflect a transfer of 
forty thousand dolars from out of Issaquah to A]l- 
pine in the one year, and fifty thousand dollars out 
of Issaquah into Alpine another year; that 1s, as 
income for Alpine and a deduction for Alpine? 

A. I had no knowledge of those transactions. 

Q. Do you recall the Arctic Gardens cheek which 
you said was interest, $773.21? 

A. Yes, I remember. 

Q. Exhibit 66, or 66-A. 

Mr. Griffin: I don’t need it. 

Q. (By Mr. Griffin continuing): Mr. Taylor, is 
there any place in your records that you can show 
that you entered that item as income to Mr. Fors- 
ter in his income tax return for that year? 

A. No, it does not show as an individual item. 

Q. Now, at the—as I understand your testi- 
mony, you said at this first meeting of the Renton 
Ice and Ice Cream Company, the first corporate 
meeting, you were the secretary and treasurer; that 
is correct, isn’t it, of Renton Ice and Ice Cream 
Company ? A. Yes. 

@. You made the arrangement for the salaries 
as [4311] has been testified here, and I am not going 
into that in detail again if you have it in mind. 

Mr. LeSourd: Object to the statement. He didn% 
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testify he made the arrangement. He testified it 
was agreed to. If he is not going into it, Mr. Griffin 
shouldn’t make such a statement. 

Mi. Griffin: I will ask it this way: 

Q. (By Mr. Griffin): You have in mind, Mr. 
Taylor, your testimony in regard to the payment of 
salaries, do you, at Renton Ice and Ice Cream 
Company ? ‘A. Mes: 

Q. I understood you to say that under that ar- 
rangement you knew that Mr. Forster was to re- 
ceive a portion of the salary money paid to Mr. 
Schneider and Mrs. Baskett, is that correct? 

A. That was their agreement, yes. 

Q. And that you told Mr. Forster to deposit his 
payment when he received it into the Alpine Dairy 
account, is that correct? A. That is correct. 

@. And vou told him that the reason for it was 
so he would not have—so you would not have to 
identify it on his income tax return; is that correct? 

A. On the face of his income tax return, ves. 

Q. Well, Mr. Taylor, that was for the purpose, 
was it, of still retaining Mr. Forster’s lack of ident- 
ity with Renton Ice and Ice Cream Company ? 

A. That was the intention. 

Q. Well, why—the tax return of the taxpayer is 
confidential as between the taxpayer and the Gov- 
ernment of the United States, isn’t it? 

A. Yes, but he wasn’t voted a salary. 

@. Andif the name Hans Forster had been writ- 
ten all over the tax return, of the Renton Ice and 
Ice Cream Company, it still would have been con- 
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fidential between the United States Government and 
the Corporation, wouldn’t it? 

A. That is possible, yes. 

Q. Why did you tell him then—why did you say 
that you told him, rather, to deposit the money in 
Alpine so that it would not show on the face—he 
would not show on the face of a tax return? 

A. He was not voted a salary at the Renton Ice 
and Ice Cream Company. 

Q. By the way, you prepared the minutes, did 
you not, of the Renton Ice and Ice Cream Company 
of that first meeting? A. I believe so. 

My. Griffin: May I have the minutes, A-6? [4313] 

(Whereupon, Exhibit was handed to Mr. 
Griffin by the Clerk.) 

Q. (By Mr. Griffin): You have been the secre- 
tary and treasurer of a great many corporations, 
have you not, Mr. Taylor? 

A. The same as with this one, acting to be help- 
ful. 

@. And you have organized many corporations 
and have prepared the articles? 

A. Not very many, no. 

@. And you know that the minutes of a corpora- 
tion are prepared to speak the truth, do you not? 

A. Yes, that is the intention. 

(Whereupon, there was a brief pause.) 

Mr. Griffin: I am sorry, if the Court please. 7 
thought IT had them where I wanted them. 

(Whereupon, there was a brief pause.) 
Q. (By Myr. Griffin): Referring to Exhibit A-6, 
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My. Taylor, and the minutes of September 30, 1942, 
that is your signature as Secretary, is it not? 

i> hat. is.correct. 

@. You were also the treasurer? 

A. I believe the by-laws combined the two posi- 
tions. [43814] 

Q. And that was an organizational mecting of 
this—part of the organizational meeting ? 

A. Well, I didn’t read it so that I couldn’t tell 
you what it says. 

Minutes of a Special Meeting of the Board of 
Directors of the Renton Ice and Tce Cream Com- 
pany is what this calls for. 

Q. Under date of——? 

A. September 30, 1942. 

Q. September 30, 1942, and—which was the 
same time in the organization that you prepared the 
list of your directors and officers, September 30, 
1942, is that correct? 

A. I am a little afraid that Mr. Wettrick per- 
formed this service. I did not. 

Q. I am referring to the date September 30, 
1942, the same date at least 

A. (Interposing) That is the date of the offi- 
ecrs, yes. 

Q. The minutes, Mr. Taylor, subscribed by you, 
September 30, 1942: 

“The President and Chairman, Mr. Schneider, 
called attention to the advisability of establishing 
by resolution the salaries of the officers who are giv- 
ing all or a portion [4315] of their time to the busi- 
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ness interests of the company, and upon motion 
duly made, seconded and passed, it was resolved 
that the president be awarded the sum of $500 a 
month salary, the vice-president $500 a month sal- 
ary, and the secretary-treasurer, $50 a month salary 
until the further action of the Board of Directors 
of the stockholders, and that said salary be made 
retroactive to the commencement of business of this 
company. 

“There being no further business, the meeting 
adjourned.” 

You prepared that minute, didn’t you, Mr. Tay- 
lor? ALT id! 

Q. Then was it a portion of that $500 per month 
that the arrangement was made that Mr. Forster 
was to receive ? A. That was the agreement. 

@. You knew as the accountant for Mr. Forster 
that if he received any portion of that money, no 
matter in what form it was paid, it was income to 
Mr. Forster, did you not? 

A. That is*correct, 

@. And you knew, as the accountant for Mr. 
[4316] Forster, it had to be accounted for as in- 
come in his income tax returns, didn’t you? 

A. And it would have been, if it had been fol- 
lowed out. 

@. My question is: You knew that he had to 
account for that in his income tax returns, didn’t 
you? 

A. And he had proper instructions where to file 
it, yes. 
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Q. And did you ever, as the checks were made, 
throughout the years, ever eheck, or inquire, into 
where that money went and to what account? 

oe Iedon't know that J did. 

Q. You didn’t feel that you owed any obligation 
in your relationship to Mr. Forster as his account- 
ant for these enterprises, knowing the arrangement 
made on the payment of this, to ascertain whether 
he was accounting for it, or not? 

A. I did not, but I didn’t assume that Mr. Fors- 
ter was not obligated to look out for his own, as 
well. 

@. Did you ever read any tax regulations to 
Mr. Forster? 

I probably have read considerable to him. 
Can you tell us one that you read to him? 
J don’t know, offhand, no. 

Did you ever read any yourself ? 

Well, I recollect I have, yes. 

During these vears? A. Yes: 

As a matter of faet, in the arrangement that 
you approved this arrangement, as the account- 
ant for Mr. Forster, for the Renton Ice and Ice 
Cream Company, didn’t you? 

A. I was present; I believe it was approved, 
yes. [t was approved by all four present. 

@. And that included vou? 

A. It ineluded me, J was a director, yes. 

Q. Mr. Taylor, you told Mr. Schneider to pur- 
chase hank checks with which to make the payments 
to Mr. Forster, didn’t you? 


QO>OPo> 


"O66 Hans Forster vs. 


(Testimony of L. Hicks Taylor.) 

A. I believe I heard him testify to such a state- 
ment, which is very much untrue. That was his own 
decision. 

Q. Now, my question is: 

You instructed Mr. Schneider to purchase cash- 
ier’s checks, didn’t you? A. I did not. 

Q. (Continuing) To make these payments? 

Was it you, Mr. Taylor, that advised Mr. [4318] 
Forster that Mr. Simonson was taking an addi- 
tional $100 a month? 

A. I believe Mr. Forster testified to that, and I 
assume it was probably true. 

Q. I think you have testified time without num- 
ber that you were not interested in Mr. Forster’s 
personal affairs; is that correct? 

A. Do I understand that question? What was 
it, again? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

A. (Continuing) No. 

Q. (By Mr. Griffin). Why did you tell Mr. 
Forster that Mr. Simonson was taking an additional 
$100 a month? 

A. My recollection is that the company was 
showing a loss, and I thought it should be discussed 
a little, as the salaries were too great for what the 
business would stand. 

Q. Asa matter of fact, each month the company 
showed a small profit, didn’t it? 

A. Sometimes, but very small, at times. 
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Q. It showed a yearly profit during each year, 
and never a loss? [4319] 

A. After I restored the $1200, it did one year, 
to the profit. 

Q. Was there any year that Simonson and Fors- 
ter was not actually operating at a profit? 

A. They would have been at a loss if Mr. Fors- 
ter’s salary had not of been restored in 1948. 

It showed a shght profit after the $1200 was re- 
stored. 

@. You were quite, then, familiar with this 
$1200 item, weren’t you, Mr. Taylor? 

ES» Y és. 

@. And you knew that Mr. Forster received that 
$100, $100 each month of the 12 months of each 
year, didn’t you? 

A. Yes, of 1948 and 1949, I knew. 

Q. Yes; and you knew that no matter what you 
did as far as bookkeeping was concerned, that that 
$100 that My. Forster was receiving was income to 
Mr. Forster for the year in which it was received, 
didn’t you? 

A. Not the way it was handled. It was not in- 
come, and it was not Mr. Forster’s desire to pay a 
tax on it. 

®. Mr. Taylor, as an accountant, was it your 
opinion that you could handle something that was 
money received as income—handle it so it ceased 
to be income? 

A. Well, if you understood the association of 
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Simonson and Mr. Forster, you would understand 
that [4820] situation. 

Q. Mr. Taylor, if Mr. Forster received $100 a 
month from Simonson and Forster, once each month 
for twelve months in the year 1948, even if he re- 
turned that full $1200 in the year 1949, you knew, 
as an accountant, it was still income for the year 
1948, didn’t you? 

A. It was not so treated. 

Q. Oh, I am not asking you how you treated it, 
sir. 

A. You heard me—you heard me testify as to 
why it was treated—restored to profit; because of 
the financial condition of the company, Mr. Fors- 
ter and Mr. Simonson had to return money to the 
company so that was the reason it was not reported 
as income on Mr. Forster’s tax return. 

Q. Mr. Taylor, I am not asking or inquiring 
how you treated the matter. My question is: 

That you, as an accountant, knew that when 
Simonson and Forster paid $100 a month, once each 
month, in the year 1948 to Hans Forster, even if he 
returned it all in 1949, it was still income, report- 
able income in the year 1948, wasn’t it? 

Aa No; 

Q. Do I understand that you can take a client’s 
income, treat it—by ‘‘income,’’ I mean cash money 
[4321] received—treat it, and it ceases to be such? 

Ts that your philosophy in accounting? 

A. I weuld say not. 

Q. Also, in connection with Simonson and Fors- 
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ter, you made the statement “T was not keeping his 
books.’’ Do you recall that, referring to Mr. Fors- 
ter? de, That is»correct. 

Q. You opened the Alpine office, didn’t you? 

A. That is correct. 

Q. You employed Mrs. Wilcox, didn’t you? 

A. With Mr. Forster’s approval, yes. 

Q. You knew that Mrs.—Miss Wilcox kept no 
hooks as to accounts payable at Alpine, didn’t you? 

“A. That is correct. 

Q. You arranged it that way, didn’t you? 

A. Beeause Mr. Forster wanted the distribution 
done in Issaquah. 

@. My question is: 

You arranged the accounting system that way, 
didn’t you? 

Mr. LeSourd: He answered the question. It is 
argumentative, 

Mr. Griffin: Tam not arguing anything. 

The Court: Objection overruled. [4322] 

Q. (By Mr. Griffin continuing) You arranged 
the accounting system that way, didn’t you, Mr. 
Taylor? 

A. No, the accounting system was in Issaquah, 
and this beeame a branch. 

@. It became a branch? 

A. Yes. I arranged the accounting svstem for 
the branch, if that is the question you want an- 
swered that way. 

Q. And while you were not keeping—using that 
term—keeping Mr. Forster’s books, you were su- 
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pervising the keeping of Mr. Forster’s books, 
weren’t you? 

A. I was keeping the general ledger. 

Each person in the office was in charge of that 
office. 

Q. Mr. Taylor, during the years in question, 
were you supervising the bookkeeping system of 
Mr. Forster in his enterprises? 

A. JI was maintaining the general ledger, and 
giving whatever assistance to the heads of the of- 
ficees that I could. I was not supervising any in- 
dividual, or had any authority over any individual. 

@. My question is: 

Were you supervising the bookkeeping system 
and set-up of the Hans Forster enterprises? [4323] 

Mr. LeSourd: Object to it, your Honor, as argu- 
mentative. He has answered the question. 

The Court: Well, if the witness says that it is 
the best answer that he can give, that is satisfac- 
tory. Is that your answer? 

The Witness: Yes, sir. 

Mr. LeSourd: It is a perfectly full and adequate 
answer, your Honor. It don’t want any implication 
it is not. 

The Court: I don’t question it. It is for the 
Jury to determine whether or not he answered the 
question. 

My. Griffin: It is recess time. 

The Court: Ladies and Gentlemen of the Jury: 

We will now take the mid-morning recess. The 
Court calls your attention to the admonition given 
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you on similar occasions, and asks that you heed it 
on this occasion. 

You may now be excused. 


(Whereupon, the Jury retired from the court 
room. ) 

Whereupon, at 11:01 a.m. a recess was had 
in the within-entitled and numbered cause un- 
til 14:16 o’clock a.m. April 21, 1954, at which 
time, counsel and defendants heretofore noted 
being present, the followimg [4324] proceed- 
ings were had, to-wit:) 

The Court: You may eall the Jury. 

(Whereupon, the Jury was returned to the 
court room.) 

The Court: You may be seated. 

It is stipulated that the Jury and all defendants 
are present in the court room? 

The Court: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

Mr. Griffin: A-51 and A-52, please? 

(Whereupon, Exhibits were handed to Mr. 
Griffin by the Clerk.) 

The Court: You may proceed, Mr. Griffin. 

Q. (By Mr. Griffin): Mr. Taylor, you made the 
statement, I believe, that the Renton checks—that 
is, referring to these cashier checks—were part of 
Hans’ bookkeeping. What do you mean by that? 

A. The eashier’s checks—am I right? 

Q. The cashier’s checks—that is, the checks that 
Mr. Schneider obtained and paid to Mr. Forster? 
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A. Yes; that would be part of Mr. Forster’s 
bookkeeping. 

Q. What bookkeeping did Mr. Forster have that 
you did not supervise, Mr. Taylor? [4325] 

A. All his personal, except the Alpine Dairy. 

Q. Did you consider, when you were making in- 
come tax returns for Mr. Forster, which included 
the Alpine Dairy, that it included everything of 
Mr. Forster? 

A. No. Mr. Forster was to present me with all 
his other earnings outside of the Alpine Dairy. 

Q. Did you ever discuss and try to help him 
think what those earnings might be? 

A. I think in the early years, I gave him econ- 
siderable instructions in it. 

Q. The thing got big, and in the latter years, 
you gave him none, is that right? 

A. Well, I doubt—I may have given him some, 
but if at any time I did not, I did not figure that 
he had any outside activities besides his Alpine 
Dairy and these eight companies. 

@. You were quite familar with all his activi- 
ties, weren’t you? 

A. Not his personal activities, no. 

@. Several times in your testimony, Mr. Taylor, 
you have referred to, I think, being a public ac- 
countant and handing the books, or the ledgers, of 
small businesses, is that correct? 

A. That is correct, yes. 

Q. Isn’t this the actual fact in this situation, 
£4326] Mr. Taylor: 
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That this—these enterprises of Mr. Forster in 
the *40’s became hig business—sales up to cight 
million dollars—and isn’t this the fact, that it just 
became a httle too big for you to handle? 

A. No, I followed the same system. 

@. You followed the same system for a business 
erossing eight million dollars a year that you fol- 
lowed for one of fifty thousand dollars, didn’t you? 

Mr. LeSourd: Object to the form of the ques- 
tion, your Honor. 

There is no testimony it grossed eight million. I 
think counsel is referring to all eight. 

Myr. Griffin: I am. The record shows eight mil- 
lion dollars in sales. 

Mr. LeSourd: Well, don’t say “business’’; it is 
businesses. I will object to the form of the question 
as assuming eight million for one business. 

The Court: The reporter will read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

The Court: It appears to be business. If it is 
understood that this covered all 

Myr. Griffin: (Interposing) The witness has testi- 
fied, if the Court please, he considered Hans Fors- 
ter [4327] the chent, and that these eight separate 
businesses—I am speaking upon that basis—— 

The Court: (Interposing) You may proceed. 
So modified — 

Mr. LeSourd: (Interposing) Well, if it were 
modified for several businesses, I don’t know what 
that does to the question. 
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Q. (By Mr. Griffin continuing) It is a fact 
that you treated the Hans Forster enterprises gross- 
ing eight million dollars a year in the same way 
that you handled the accounting for a business 
grossing fifty thousand a year, isn’t it? 

An No. 

Q. And what difference did you 

A. (Interposing) Mr. Forster—the interests of 
Mr. Forster were all separate and distinct. Each 
operation increased its internal operations to cover 
the increase in the volume of business. My opera- 
tions didn’t increase. 

Q. And wasn’t another trouble with this—these 
enterprises that for example, Issaquah was selling 
in large sums to Alpine, the sole proprietor, and it 
was the matter of the accounting between Mr. Fors- 
ter, as an individual and Issaquah in which he 
owned all the stock? [4328] 

A. Yes, and it was a simple operation, one cus- 
tomer buying from another. 

Q. It was one customer buying from another, 
but it was the same individual in the end that was 
being taxed, wasn’t it? 

A. J didn’t consider it so, no. 

@. I realize that. 

A. One is a corporation, and the other is an 
individual operation. 

Q. And Finstad and Utgard was a large seller 
to Apex Farms? 

A. Yes, as far as I recollect, yes. 

Q. In other words, while Mr. Forster was an 
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individual in one of these enterprises 
a large one, wasn’t it, Alpine? 

A. Alpine was a large operation, yes. 

Q. Sales around three or four million? 

A. Somewhere in that neighborhood. 

@. Issaquah, in which he owned all the capital 
stock, was a large operation, wasn’t it? 

“we Ves. 

Q. And Finstad and Utgard, of which he owned 
all the capital stock was a fairly large operation, 
wasn’t it? [4829] 

A. It was a modest operation, yes. 

@. And with these others, actually you had a 
situation where Mr. Forster was doing business 
with himself, didn’t you? 

A. No, I think a corporation that is organized 
has a separate entity and should be handled as a 
corporation and separate. 

Q. I am not questioning that. In other words, 
these matters gave you no trouble or eoncern, Mr. 
Taylor, as far as a true statement of income taxes 
were concerned, regarding Mr. Forster; is that cor- 
rect? 

A. Yes; the ledgers were reporting the income 
tax return as I reeeived the information. 

@. I say, these matters gave you no particular 
concern ? 

A. When you say “matters,’? do you mean as 
between one corporation and another? 

Q. The interlocking of income and expenditures 
between the various corporations and Mr. Forster 
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individually gave you no particular concern from a 
bookkeeping standpoint? 

A. No, because they had bookkeepers, in each of 
those places, who could certainly keep those things 
in order. 

Q. Do you recall the testimony of Miss Neu- 
kirehen [4330] that she consulted with you, worried 
because at a certain stage, ice cream sales were not 
being entered upon the books? 

Mr. LeSourd: Object to that, your Honor, and 
ask that the question be stricken. It is an im- 
proper statement. Her testimony was not to that 
effect at all. She merely testified, as I recollect 1, 
and we have the transcript, that she mentioned the 
extra work that she was going to do on account of 
thes@sie 

The Court: I think the question might be formed 
differently. Objection sustained. 

Q. (By Mr. Griffin continuing): Do you reeall 
the testimony of Miss Neukirchen? 

A. Yes, I remember it. 

Q. That she complained to you, did she not, that 
certain sales were not being entered upon the books? 

A. Ido not have any recollection of that. 

Q. Do you recall her testimony ? 

A. I recall her testimony. 

Mr. LeSourd: I will move to strike this whole 
line of questioning on the ground it is improper 
reference to testimony, that she did not so testify 
and Mr. Griffin is improperly quoting her testi- 
mony. 


United States of America 2077 


(Testimony of LL. Wicks Taylor.) 

The Conrt: Well, if there should be any ques- 
tion [4331] about it, the Court will again instruct 
the Jury that any question by connsel is not evi- 
dence, and the statement itself might not be evi- 
dence. 

Q. (By Mr. Griffin): Do you recall Miss Neu- 
kirehen making the statement to you, in substance 
and effect: 

“aL dadirt like it.’’? 

A. I do not reeall her statement. 

Q. Do you recall that you said to her that she 
was to follow instructions ? 

A. Ido not have any recollection of that discus- 
Sion in any way. 

@. Now, with reference to Finstad and Utgard, 
as I understand your testimony, you as the aecount- 
ant approved the set-up by which Finstad and Ut- 
gard or checks from Finstad and Utgard, to Ege- 
ness, were used in payment to Mrs. Finstad for her 
stock; is that correct? 

The Witness: JI would like to have that question 
read again. 

The Court: Mr. Reporter, read the question. 


(Whereupon, preceeding question was read 
by the reporter.) 


A. That was the agreement, ves. [4332] 

Q. (By Mr. Griffin): Those payments to Mrs. 
Finstad for her stock was the stock being pur- 
chased by Mr. Forster, wasn’t it? 

A. Not according to the agreement, no. 
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Q. You were very familiar with that matter, 
were you not, Mr. Taylor? 

A. The books display exactly what happened. 

Q. Mr. Taylor, certain stockholders, Grant and 
another, and Egeness, and eventually Grant and 
Egeness had entered into an agreement to purchase 
the stock of Mrs. Finstad, didn’t they? 

A. As I remember it, yes. 

Q. Mr. Forster entered into an agreement with 
Grant and Egeness to purchase all of their stock 
and take over their contract to purchase Mrs. Fin- 
stad’s stock, didn’t they? 

A. That is as I understood it, yes. 

@. All right; so, Mr. Forster was acquiring all 
the stock in Finstad and Utgard, wasn’t he? 

A. No. The records show that Mr. Egeness was 
paying for some of that stock. 

Q. Iam not asking you about how you kept any 
books, Mr. Taylor. You had possession of all the 
original documents in the Finstad and Utgard deal, 
didn’t you? A. No. [4333] 

Mr. Griffn: Wili you mark this, for identifica- 
tion, please? 

The Clerk: Defendants’ Exhibit No. A-119 marked 
for identification. 

(Defendants’ Exhibit No. A-119 marked for 
identification.) 

Q. (By Mr. Griffin): You handled the details 
of Mr. Forster’s purchase in Finstad and Utgard, 
didn’t you, Mr. Taylor? A. I did not. 

@. Handing you Exhibit A-119 for identifica- 
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tion, I will ask you if that is not a letter from Mr. 
Carl Croson to Finstad and Utgard, to your atten- 
tion, dated March 28, 1945; that is a copy? 

A. This letter 

Q. (Interposing) I am just asking what it is. 

A. It is a letter addressed to Finstad and Ut- 
gard, Incorporated, Mt. Vernon, Washington, at- 
tention Mr. L. Hicks Taylor, accountant. 

@. You received that? 

A. I am not positive that I ever had that letter 
in my possession. 


Q. Not positive that you ever had the original 
of this letter in your possession? 

A. No, I am not positive that I ever did. [4834] 

Q. I will ask you if there was not forwarded to 
you the items shown in this? Now, for the purpose 
of refreshing your recollection, there was not for- 
warded to you the items specified in Exhibit A-119 
for identification ? 

Mr. LeSourd: I suggest, your Honor, that the 
letter be put in evidence prior to that. We have 
no objection to it. 

My. Griffin: If there is no objection—I didn’t as- 
sume identification was complete. 

Mr. Moriarty: We have no objection if Mr. 
Taylor doesn’t object. 

The Court: Mr. Keesling, you have no objec- 
tion ? 

Exhibit A-119 may be admitted, there being no 
objection. 
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(Defendants’ Exhibit A-119 admitted in evi- 
dence. ) 

Q. (By Mr. Griffin continuing): Now, Mr. Tay- 
lor, this is on—A-119 is on the letterhead of Croson, 
Johnson & Wheelon, March 28, 1945, Finstad and 
Utgard, Incorporated, Mt. Vernon, Washington, 
Attention: Mr. L. Hicks Taylor, Acccountant. 

‘‘Dear Sir: 

“Finelosed you will please find the following: 

“Quit Claim Deed from Peter K. Utgard, a 
bachelor of New Richmond, Wisconsin.”’ 

“2. Statutory Quit Claim Deed from Mary Fin- 
stad to Finstad and Utgard, Incorporated.” 

With explanations of what the deeds are. 

pomek billvor sales * *” 

“4, A recorded deed * * *” 
from other parties involving other parties. 

‘5, An old tax receipt * * *”’ 

‘6. Photostatic copy of payment of taxes in the 
year 1927 paid by Finstad and Utgard.” 

“7, A Quit Claim Deed from Mary S. Finstad, 
a widow, to Finstad and Utgard, Incorporated” * * * 
correcting another deed. 

‘*8. Copy of the Decree entered in Skagit Coun- 
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ty 
‘*9, You will also please find a statement from 
Mary Finstad dated August 1, 1943, that James 
Cook, W. 8. Grant, John Roberts and Vern Egenes 
had paid her $13,000 on their contract to purchase 
the stock of Finstad and Utgard, Incorporated.” 
“10. Receipt from Mary Finstad dated August 
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I, 1943, that the total amount due on the contract 
xf sale for all the stock of I’instad and Utgard, In- 
szorporated, dated the 3d day of December, [4336] 
1941 was $27,000 as of July 1, 19438.” 

oi. Amreceipt * * *” 

“12. IT also hand you various papers in connection 
with the various freezers purchased by Issaquah 
Creamery Company. While I do not anticipate that 
you will need these, I hand them to you to place in 
your files. 

“T still hold as escrow holder under escrow dated 
February 8, 1941, stock certificates numbered 21 to 
29, both inclusive, of the capital stock of Finstad 
and Utgard, Incorporated, to be delivered to Mr. 
Hans Forster upon the payment of the remaining 
balance of the contract of purchase of the stock 
from Mary Finstad. 

“The original of the Minutes of the mecting of 
the Board of Directors on June 26, 1944 were de- 
livered to Hans Forster with the original of the 
Waiver of Notice, and the resignation of J. D. Rob- 
arts, W. S. Grant and Vern B. Egenes as treas- 
urer. 

“13. I hand you herewith two of the old Minutes 
Books—’”’ and deseribing them. 

“T am retaining the Stock Book in my possession 
until I close the escrow. When Mr. Forster has paid 
Mrs. Finstad the balance due on her contract, I will 
then deliver the endorsed stock certificates to Mr. 
Forster. [4337] 

“T am assuming that you are taking care of the 
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current minutes for the corporation. If you wish 
my help in this, please let me know as I have as- 
sumed no responsibilities without instructions. 

‘‘A copy of this letter is being sent to Mr. Hans 
Forster, care of Issaquah Creamery Company, Issa- 
quah, Washington. 

“Yours very truly, 

Croson, Johnson and Wheelon.” 

‘““P.S. This closes the obligation of Messrs. Grant, 
Egenes, Cook and Roberts, and the balance of the 
purchase price to them may now be paid.”’ 

Does that refresh your recollection that you re- 
ceived these documents? 

A. It refreshes my recollection completely. 
Those documents were mailed to Mt. Vernon. They 
were given to Mr. Forster and he took them to 
Issaquah, and I think before he took them to Issa- 
quah, that I looked some of them over, and I may 
have later had some of them in my office, but that 
letter was mailed to Mt. Vernon, not to me. I prob- 
ably had, possibly, some of those documents, but 
the whole package was not delivered to me in its 
entirety. 

Q. Then Mr. Forster was purchasing Mrs. Fin- 
stad’s stock, wasn’t he? [4338] 

A. That was the original agreement, yes. 

@. He was purchasing the Egeness stock, and 
Grant stock, wasn’t he? 

A. That was the intention, yes. 

Q. And that constituted all the stock of the 
corporation, didn’t it? 
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A. Except the agreement between Mr. l’orster 
and Egeness and myself. 

(). Where did you ever get the idea, Mr. Taylor, 
that there was a separate agreement between Mr. 
Egeness and Mr. lorster? 

A. Well, it was made in my presence. 

@. As I understand your testimony, Mr. Ege- 
ness was buying stock from Mr. Forster, is that 
right? A. That is correct. 

Q. All right; Mr. Egeness was selling his inter- 
est to Mr.—his interest to Mr. Forster for a bal- 
ance of thirteen thousand dollars under the agree- 
ment referred to in Exhibit A-119, wasn’t he? 

A. It was completely paid for. 

Q. I didn’t ask you that. 

A. Yes; it was completely paid for. 

Q. He was selling his stock for thirteen thou- 
sand dollars, and I understand, according to your 
testimony, a separate agreement was made in your 
presence by which [4339] Mr. Egeness was buying 
that same stock back from Mr. Forster for twenty- 
six thousand dollars, is that right? 

A. That is my understanding. 

Q. Well, irrespective of what they were doing, 
irrespective of your understanding, the fact is that 
the money paid out of Finstad and Utgard to Mr. 
Egeness and paid by Egeness to Mrs. Finstad was 
income to Mr. Forster, wasn’t it? 

A. No. The records show that Mr. Egeness paid 
the tax on that money and it was set up as a salary 
on the corporate records. 
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@. fam not asking you anything about what you 
did on the records, Mr. Taylor. The fact is, even 
under your statement, that Egeness was buying 
stock from Mr. Forster, wasn’t it? 

A. He was buying a share of the contract, yes. 

@. Oh, he was buying a share of the Finstad 
contract ? 

A. I understood he was buying twenty-five per 
cent of that contract, of the stock in escrow, of Mrs. 
Finstad. 

Q. Now, as a matter of fact, Mr. Taylor, there 
was no such agreement suggested or made in your 
presence or out of your presence between Mr. For- 
ster and Mr. Egeness, was there? 

A. Yes, there was. [4340] 

Q. It was a device set up in your mind to ex- 
plain how you carried your ledger, wasn’t it, and 
didn’t show income ? A. It was not. 

@. Mur. Taylor, is it physically possible to have 
a minus inventory ? 

Mr. LeSourd: Object to that, your Honor, ag 
irrelevant and immaterial, and improper cross-ex- 
amination. Counsel attempted to go into this matter 
when Mr. Gorans was on the stand, I believe, and 
your Honor ruled at that time it was irrelevant, 
and it is still irrelevant and not covered in any ex- 
amination in chief, and not a proper part of the 
cross-examination. 

The Court: What does this relate to, Mr. Griffin? 

Mr. Griffin: It relates to the accounting of Mm 
Taylor, these work sheets that he refers to. Tt re 
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lates to the testimony that there cannot be a minus 
inventory. It is a physical impossibility, and J pro- 
pose to show that Mr. Taylor, from time to time, 
carried minus inventory as a bookkeeping device, 
which is a physical impossibility. 

Mr. LeSourd: J might refresh your Honor’s re- 
collection. These involved not year-end matters, at 
all, but matters within the year which your Honor 
ruled [4341] were irrelevant when offered prior to 
this time. 

Mr. Griffin: J am not showing 

The Court: (interposing) It has relation to en- 
tries made by this—by My. Taylor? 

Mr. Griffin: Yes, your Honor. 

The Court: The Court will overrule the ob- 
jection. 

Q. (By Mr. Griffin continuing): Mr. Taylor, is 
it physically possible in bookkeeping practice, to 
have a minus inventory ? AmaNo: 

Q. You, however, in your bookkeeping set-up of 
Issaquah Creamery, carried minus inventory from 
time to time, didn’t you? 

Mr. LeSourd: Just a moment, Mr. Taylor. Same 
objection. 

The Court: Objection overruled. A. aN. 

Mr. LeSourd: Your Honor, may I have a con- 
tinuing objection to this or does your Honor desire 
me to raise it cach time? 

The Court: You mean matters relating to a 
Ininus inventory ? 

My. LeSourd: Yes. [4842] 
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The Court: You may have a continuing objec- 
tion. 

Mr. LeSourd: Yes, on the grounds just previ- 
ously stated. 

The Court: Yes, on the grounds it is beyond the 
scope. 

Mr. LeSourd: And it is irrelevant and imma- 
terial and improper cross-examination. 

The Court: You may have a continuing objec- 
tion. 

Q. (By Mr. Griffin): Mr. Taylor, I hand you 
A-51 for identification and ask you what that is? 

A. There should be a sheet attached to this. 
This is Issaquah Creamery Company, trial balance, 
and work sheet of March 31, 1949. 

Q. By “work sheet”, you mean it is your work 
sheet ? 

A. Itis my work sheet, and my handwriting. 

Q. And handing you A-52 for identification, I 
will ask ‘you what that is? 

A. This is a work sheet of April 30, 1949, in 
my handwriting. 

Mr. Griffin: Will you mark this for identifica- 
tion? 

The Clerk: Defendants’ Exhibit A-120 marked 
[4343] for identification. 

(Defendants’ Exhibit A-120 marked for iden- 
tification.) 

Q. (By Mr. Griffin): Handing you A-120 for 
identification, Mr. Taylor, I will ask you if that is 
one of the tapes comparable to A-16? 
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A. Yes; this is a tape, March 31, 1990. 

Q. And your handwriting is on it? 

A. I find a few notations here. There is no 
other handwriting of mine on it. 

Mr. Griffin: I offer A-51. 

Mr. LeSourd: If your Honor please, we raise 
{he same objection to A-51. Your Honor previously 
rejected it when offered for the same purpose it is 
now being offered. 

Its admissibility is even less proper now in view 
of the fact that this a matter entirely outside the 
direct examination. Your Honor rejected it before 
because it was irrelevant, and it is still irrelevant. 

Myr. Griffin: The rejection before, if the Court 
please, was not objected to. That was in regard to 
direct examination of a witness. 

Now, we are on cross-examination of a witness’s 
[4344] own documents. 

Mr. LeSourd: Certainly there was nothing in 
the direct examination that made this any more 
relevant than it was before, your Honor. 

The Court: I understand, Mr. LeSourd, your 
theory. The Court has indicated before, on cross- 
examination with this witness, matters relating to 
the books which he kept I have permitted a larger 
scope, and I am inclined to overrule the objection, 
without knowing specifically what the matter is. It 
possibly might be irrelevant but I would overrule 
the objection. It may be admitted. 

(Defendants’ Exhibit A-51 admitted in evi- 
dence. ) 
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The Court: There is one question, however, about 
this March 21, 1950. 

Mr. Griffin: I haven’t offered that, yet. This is 
1949. 

The Court: That is within the period. Exhibit 
A-51 may be admitted. 

Q. (By Mr. Griffin): Now, handing you A-5l, 
Mr. Taylor, there have been some writing over of 
figures in A-51, a change of figures? 

A. Possibly some adjustment, yes. [4345] 

(). Before the adjustments, what does A-51 show 
as to inventory on hand, Issaquah Creamery Com- 
pany, March 31, 1949? 

A. Is this the one you are referring to (in- 
dicating) ? 

Q. No; I am just asking you what it shows as 
to inventory. 

A. J have a minus figure in the caption of “In- 
ventory”, $5,789.18. That requires explanation. 

Mr. LeSourd: Go ahead and explain your an- 
swer. 

A. (Continuing) When we work out these work 
sheets, we try to analyze a little bit as to the profit 
picture that appears. Not having a slip showing 
what inventory Mr. Erickson gave to me, I don’t 
know what figure was worked on, but in using the 
inventory, we find that the profit has ballooned to 
a point that it is impossible to have made such a 
profit. So, in analyzing it, I take the estimate, what 
may have not been charged in purchases, there may 
be a sale that has been brought in ahead, or left 
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out, and there can be various things that affect a 
work sheet of this type. So, in order to bring some 
kind of a viewpoint to the point of this business, I 
made an estimate that the inventory was overstated, 
that the purchases were probably overstated, and I 
estimated that the [4846] costs of goods sold would 
have to be reduced possibly $5,789.18 to display 
soinewhere near the true profit for the period. 

ft is merely a calculation. A minus inventory does 
not exist, only on paper. It does not exist other- 
Wise, and this being a notice to Mr. Forster that 
the gross profit could not range to the figure that 
an actual inventory would show. I use this as a flag, 
to let him know that I thought there was some error 
somewhere. 

Q. (By Mr. Griffin): Where—this work sheet is 
one of these you have been claiming all of this time 
as your own, isn’t it? 

A. I prepared it, yes. 

Q. What you delivered to Mr. Forster was one 
of the balance sheets on white paper? 

A. Typed up, yes. 

Q. Typed up; well, where was there any flag 
on that typed-up paper that you delivered to him? 

A. I would say that Mr. Forster can read one 
of these statements, and when he would see the in- 
ventory marked minus on the balance sheet and saw 
the inventory marked minus on the profit and loss 
statement, that he would know that there was some- 
thing that should need [4347] some action, or for 
correction. 
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Q. That was your job, wasn’t it? 

A. Not necessarily. 

@. Did you ever carry a minus inventory into 
a year-end statement for tax purposes? 

A. No; no, this is descriptive of operation. It is 
for a purpose of keeping a proprietor of a business 
in line, and giving him some idea what his profits 
are running for the period. 

® Mer. Taylor; 

A. (Interposing) This has nothing to do with 
the closing of books. This is not closed into the 
books at all. This is a work sheet. 

Q. (Continuing) Mr. Taylor, that statement, 
that balance statement that you delivered to Mr. 
Forster once each month, was not a work sheet, 


was it? 

A. It was; it was a descriptive sheet for the 
period under review. 

@. And you say, Mr. Taylor, that A-51 on the 
white sheet that you delivered to Mr. Forster was : 
a flag? : 

A. That is right, flagging that figure. 

Q@. Mr. Taylor, as an accountant finding a : 
minus inventory from a bookkeeper, was it any flag 
to you? A. Sure. [4348] 

@. Then why didn’t you investigate and correct 
that situation ? | 

A. Iealled it to the attention of Mr. Forster and | 
My. Erickson, both. : 

@. Hfow many times? 

A. Is that a question? I apologize, Mr. Griffin. 
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Mr. Griffin: It is all mght. 

A. How many times did I call him on this one 
hing? I do not recollect that it happened very 
nany times. I think probably two or three times 
n my experience out there. 

Q. How could it happen more than once if you 
valled it to Mr. Erickson’s attention? 

o Isanreht <all your attention to this, Mr. 
ariffin. I was always thirty days behind in the 
nonth-end work. I went out usually the last Satur- 
lay of the month following. By the time I would 
gave this completed and mailed to him another 
nonth would have closed up, and it is possible that 
his same situation could have carried over a two- 
nonth period. 

@. Well, Mx. Taylor, will you explain to the 
Jury how Mr. Erickson could obtain a minus in- 
ventory ? 

A. Oh, there are many ways that in ealcula- 
‘ion 

Q. (Interposing) Now, before—let me interrupt 
[4349] you before we do that, because, as you said, 
she inventory sheet supplied by Mr. Erickson is not 
yn this? A. That is right. 

Q. So that I will hand you A-52, which also 
shows a minus inventory, does it not, and that is for 
the month of April 

Mr. LeSourd: (Interposing) Just a moment. I 
think that should be offered before it is talked 
rbout. 

The Court: Wasn’t it offered ? 
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Mr. LeSourd: J don’t believe so. 
My. Griffin: I am sorry. I thought A-d1l and 
A-52 were both in. 
Q. (By Mr. Griffin continuing): April 3@ 
1949 
Mr. LeSourd: (Interposing) We will make the 
same objection, your Honor. It is also one that was 
excluded by your Honor when offered. It is irrele- 
vant and immaterial, and improper cross-examina- 
tion. 
The Court: It is a work sheet. 
Mr. Griffin: Yes, your Honor. 
The Court: The objection is overruled. 
(Defendants’ Exhibit No. A-52 admitted in 
evidence.) [4350] 
Q. (By Mr. Griffin continuing): <A-52 shows 
what as to inventory, Mr. Taylor, your work sheet? 
A. An inventory figure written, not in my pen- 
manship, shows 
Q. (Interposing) I said, please, just a moment, 
what does your work sheet show as to inventory? 
A. My work sheet shows a minus $7,618.76 on 
the P & L statement. 
@. That is dollars? 
A. That is correct. 


Q@. Now, you were starting to explain how-= 
starting to explain how Mt. Erickson could get a 
ninus inventory. Now, the first sheet 

Mr. LeSourd: (Interposing) 1 will objceuai® 
that. He never said Mr. Erickson said anything 
about a minus inventory. 1 will object tov Mies 


: 
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Mir. Griffin: (Interposing) I think that is what 
we started to do when I interrupted, so that he 
eould have this sheet. 

Q. (By Mv. Griffin continuing): I interrupted 
you again. 

This sheet attached is Mr. Krickson’s handwrit- 
ing, isn’t it? 

A. That is my belief, it is. [4351] 

It looks more like it. 

Q. That would be the sheet he gave you as to in- 
ventory ? a «@orreet. 

Q. Now,—— 

Myr. Griffin: Does the Court want to adjourn? 

The Court: We can go another five minutes or 
So. 

Mr. Griffin: Yes. 

Q. (By Mr. Griffin continuing): Now, will you 
explain to the Jury how Mr. Erickson could get a 
minus inventory when there are actually physical 
assets on hand? 

A. My. Griffin, mght I explain this? I think you 
asked me how Mr. Erickson could get a minus 
inventory. Mr. Erickson has not furnished me a 
minus inventory. He has furnished me a plus in- 
ventory. This is only my calculation to call atten- 
tion to what I think could have happened. It is 
only a calculation. If, from this work sheet, we take 
the inventory that Mr. Erickson gave me of $42,- 
vei.24, this business in four months’ period, clear 
beyond all question of doubt, showed a profit of 
$129,231.99 which was a profit of about 25 pereent 
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which they never made in their lives. So, I started 
making my calculation to see if I could arrive 
[4352] at something that I thought might be in 
error. 
(Whereupon, there was a brief pause while 
the air raid sirens blew.) 

A. (Continuing) I started making my ealcula- 
tion to see if I could determine an approximate 
amount of difference that could exist, the theory 
being that many times that an inventory may be 
taken a week later than the close of the end of the 
month. It might have been taken the week before. 
It might have been taken on Sunday. Inventories 
are taken at different periods and this being one 
month back, as I have explained to you, I always 
did this work sheet one month after the jour- 
nal was closed, so I made out a balance sheet here 
and by using the inventory of $42,381.24, by the net 
worth basis which has been discussed here, this sheet 
showed a profit of $129,231.99, or approximately 
$32,000 a month profit in those four months. 

So, I felt, in my own mind, that there must be 
some difference, so in order to place it before Mr. 
Forster, IJ made a calculation of an approximation 
of $50,000 that was probably taken in in some in- 
direct way, and I came out with a profit, by apply- 
ing fifty thousand dollars to purchases, reducing 
them by the $42,000 inventory, with a profit of $79,- 
231.99, which, in actual figures, is approximately 
fifty thousand dollars [4353] even difference. 

This was only as a flag, or a notice, that some- 
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where, there must have been an error of somewhere 
in the neighborhood of fifty thousand dollars, and 
should be corrected, and I am thirty days after the 
journal has been closed, so something has to be 
worked out in the following penod. That is the pur- 
pose of what you might call not a nice inventory, 
or an addition to the cost of goods sold, and I have 
added $7,618.76 to the cost of goods sold to attempt 
to arrive at a true gross profit. 

The Court: Now, Ladies and Gentlemen of the 
Jury: 

We are going to recess a little early this noon, 
so at this time, we will suspend operation of the 
case now before five minutes after twelve. The 
Court calls your attention to the admonition given 
you on similar occasions, and asks that you heed the 
same admonition on this occasion. 

You may now be excused until 1:45. 


(Whereupon, the Jury retired from the court- 
room. ) 

(Whereupon, at 12:06 o’clock p.m. a recess 
was had in the within-entitled and numbered 
eause until 1:46 o’clock p.m. April 21, 1954, at 
which time, counsel [4354] and defendants 
heretofore noted being present, the following 
proceedings were had, to-wit :) 

The Court: You may call the Jury. 

(Whereupon, the Jury was returned to the 
courtroom.) 

The Court: You may be seated. 
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Tt is stipulated that the Jury and all defendants 
are present in the courtroom ? 

Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

Q. (By Mr. Griffin): Mr. Taylor, proceeding 
with A-52, which is the sheet we were examining 
about prior to recess, as I understand your testi- 
mony, upon this attached slip of paper, Mr. Erick- 
son gave you inventory, April 30, 1949, in his own 
handwriting, $42,381.24, is that correct? 

A. Yes. 

@. Above that, you have written on this inven- 
tory slip that Mr. Erickson gave fifty thousand 
dollars, is that correct? Nite Yess 

Q. Subtracted Mr.—the figure given you by Mr. 
Erickson and got a minus inventory of $7,618.76; 
correct? [4355 | 

A. I got minus cost of goods sold, or minus in- 
ventory, whichever you want to call it. 

@. And minus $7,618.76 is your figure, and not 
Mr. Erickson’s? A, Jmol. 

@. Then you did not accept figures from the tape 
for inventory and simply enter them in the books, 
did you? A. May I have it, please? 

(Whereupon, Exhibit was handed to the wit- 
ness by Mr. Griffin.) 

A. (Continuing) This Exhibit A-52 is a work 
sheet, and none of the figures that are used in work- 
ing out a work sheet, except the original trial bai- 
ance, which are the figures that show on the left- 
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and here, are in the books. We do not enter 
nonthly any of these figures. They are only for 
nformative purposes, these work sheets. So, the 
woks have not been changed in any way because 
ff this calculation. 

@. I think you testified just before recess that 
n analyzing these figures, you determined that there 
vas a fifty thousand dollar error, is that correct? 

A. Not necessarily an error. I wouldn’t say. I 
igure that there must be some discrepancy of some 
and. [ wouldn’t know what it would be. [4356] 

Q. You wouldn’t know what it would be, and you 
yroceeded to analyze the figures on Exhibit A-52? 

A. Yes, I came to a conclusion of my own. 

Q. And you made the changes accordingly? 

A. Yes. 

@. Well, Mr. Taylor, wouldn’t the place to look 
or a fifty thousand dollar error in the month of 
\pril be in the books of the corporation 2 

A. Well, you understand I was out there one 
lay, and probably this was done in my office the 
ext day, or a day later. I didn’t have the book to 
nake an examination. 

Q. Mr. Taylor, would not the place to find a fifty 
housand dollar error in the month of April, 1948, 
¢ in the books, or records, of the Issaquah Cream- 
ry Company, or Alpine—Issaquah Creamery Com- 
any ? 

A. You are absolutely correct. That is what that 
vas for, to call it to the attention of whoever might 
meck on it. 
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Q. Why didn’t you examine the necessary books 
of the Issaquah Creamery Company to find where 
a manifest error had been made in the month of 


July, 1948? A. I was not—— 
Q. (Interposing) 1949. 
A. (Continuing) ——making audits of the ree- 


ords [4857] at that time. 

Q. An analysis of a trial balance by an account-_ 
ant is the highest form of professional auditing, 
is it not? A. No. . 

Q. Just a moment. Where it results in the 
change of income or disbursements ? 

A. Nojste isnot: 

Q. Then I understand your testimony that with 
a fifty thousand dollar error somewhere as of April, | 
1949, you made a report to Mr. Forster simply 
based upon assumptions, is that correct? 

A. That is correct, for his knowledge, yes. 

Mr. Griffin: Will you mark this folder for iden- | 
tification, please? 

The Clerk: Defendants’ Exhibit No. A-121_ 
marked for identification. 

(Defendants’ Exhibit No. A-121 marked for 
identification.) 

The Court: Is that 121, Mr. Clerk? 

The Clerk: Yes, your Honor. 

The Court: What is 120? | 
The Clerk: This, which was not offered (n- 
dicating. ) | 
Mr. Griffin: That is identified and not offered. 
Q. (By Mr. Griffin): Handing you Exhibit A- 
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121 for identification, I will ask you if this is the 
yalance sheet, Issaquah Creamery, profit and loss 
statement, working papers, as you call them, to 
vhich is attached a minute signed by you, the hal- 
ince sheet being as of March 31, 1950? 

A. Yes, that is my work sheet. 

(Whereupon, there was a brief pause.) 

Mr. LeSourd: We object to it, as irrelevant and 
minaterial, and improper cross-examination. It is 
yutside March, 1950. 

Mr. Moriarty: We join in the objection, if your 
donor please. 

Mr. Griffin: May I state the purpose of the 
yffer ? 

The Court: You may. 

Mr. Griffin: J am concerned only in the offer 
vith the balance sheet and profit and loss statement, 
[ssaquah Creamery Company, to ascertain if that 
s the same sort of balance sheet and profit and 
oss statement that he submitted to Mr. Forster, 
Which he says was a flag in 19—in the months— 
for the month of March 31, 1949, and April, 1949, 
yf which we cannot find the white sheets themselves. 
[ am dealing with this matter of inventory, only. 

The Court: It is in 1950? 

Mr. Griffin: Yes, March, 1950. I simply want 
0 use the first two sheets as an example, is all. 

The Court: It is difficult for me to see how 
anything in 1950, regardless of what the purpose 
might be, Mr. Griffin, would be admissible. It is 
seyond—— 
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Mr. Gviffin: (Interposing) There is no question 
about that. 

The Court: That is, over objection. 

Mr. Griffin: J understand. 

The Court: Objection will be sustained at this 
time unless there is a further showing. 

Me: Goutin: All right. 

Q. (By Mr. Griffin): Did you submit a bal- 
ance sheet and profit and loss statement to Mr. 
Forster in typewriting for the month of April, 
1949, and the month of March, 1949? 

A. It is my recollection that I did, yes. 

Q. How would you show a minus inventory 
upon those printed statements, typewritten state- 
ments, Mr. Taylor? 

A. If I remember correctly, without having the 
typed copies, I believe that I wrote an explanation 
on the bottom of each one to explain my contention, 
to call it to Mr. Forster’s attention. 


Q. You always did that with a minus inventory, 


did [43860] you, Mr. Taylor? 


A. Usually, when very unusual things hap- | 


pened, I dropped Mr. Forster a line as to what I_ 


thought would be the corrective motive to take care 
Ole. 

Mr. Griffin: Now, I again offer, if the Court 
please, the first two sheets of the Exhibit, A-121. 


Mr. LeSourd: Same objection, your Honor. I | 


don’t see where it has any relevancy at all. 
The Court: Well, possibly it has a little different 
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application at this time, but I stil] feel the objec- 
tion should be sustained. 

Q. (By Mr. Griffin): Referring to Exhibit A- 
31, Mr. Taylor, which is a balance sheet and profit 
and loss statement for December 31, 1948, inventory 
slip attached, what inventory did Mr. Erickson give 
you for the month of December, 1948? 

Mr. LeSourd: Objected to, your Honor, as im- 
proper cross-examination and irrelevent and imma- 
werial. 

The Court: What exhibit is that, again? 

Mr. Griffin: A-31, I believe, in evidence. 

The Court: And the question, Mr. Reporter? 

(Whereupon, preceding question was read by 
the reporter.) 

The Court: Objection overruled. 

A. Might I ask, Mr. Griffin, if you could find 
the [4361] work sheet that matches this, or do you 
have it? 

Q. (By Myr. Griffin): Mr. Taylor, my first ques- 
tion is: What inventory figure did Mr.’ Erickson 
give you for the month of December, 1948? 

A. The slip upon here shows an inventory of ~ 
$83,319.62, and in examining this balance sheet and 
quoting strictly from memory, I will say, and I 
believe, that my work sheets will uphold me, that 
a transfer from this inventory figure was made 
into an account called ‘‘Improvements.” As J re- 
member the transaction, there was $10,000 of build- 
ing material in this inventory, and that that was 
transferred into the improvement account, and the 
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saleable products inventory reduced ten thousand 
dollars. 

Q. In other words, you changed inventory, ac- 
tual inventory figures given you by Mr. Erickson 
at will, didn’t you? 

A. No, that change was made at the instigation 
of Mr. Forster. 

Q. Oh, you discussed—you recall, don’t you, that 
you discussed this particular item with Mr. For- 
ster ? 

A. Isay, I am quoting what I remember, and I 
personally would not know what the inventory was 
composed of without the help of those who took it. 

Q. My question is: You recall specifically dis- 
cussing this charge of ten thousand dollars to im- 
provements with Mr. Forster, don’t you? 

A. Jam quite sure that I do, yes. 

Q. Now 

A. And it was at Mr. Forster’s suggestion, 
wasn’t it, that you changed your—that you changed. 
the inventory figures? 

A. That is my opinion, yes. 

Q. And it was at Mr. Forster’s suggestion, 
wasn’t it, that you put that in improvements? 

A. Yes, sir. 

Q. And when did you do that? 

A. In all probability about the end of January 
of 1949. 

Q. You have a distinct recollection about that 
conversation, and Mr. Forster’s instructions, don’t 
you? 
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A. I said I have a recollection, yes. 

@. And you had your forms made out for what 
you call your working papers, items made out to 
be filled in, each time you went out to Issaquah, 
didn’t you? 

A. No, I prepared them while I was there, or 
when I eame hack to my office. 

@. You prepared the whole thing there? 

A. Sometimes; sometimes I didn’t have a [4363] 
chance to finish them. 

Q. Now, I hand you your working sheet, Mr. 
Taylor, A-28. You changed the figures on that work- 
ing sheet, yourself, didn’t you? 

A. Well, who else would? I am the one that 
does the writing on these sheets. 

Q. Mr. Forster doesn’t do any writing on there ? 

A. Mr. Forster did an awful lot of thinking on 
them. 

Q. What was the purpose of that thinking, to 
beat income taxes? 

A. I would not say that. If you will look at 
this report here, you will see that the net profit 
has not been changed in any way. 

Q. No; but you did change the inventory figure 
given by Mr. Erickson, didn’t you? 

A. We did change the purehases by ten thou- 
sand dollars, and changed the inventory by ten thon- 
sand dollars, and did not in any way change the net 
profit for the year. 

Q. And you changed the work sheet, A-28, on 
inventory from the original figure you had on there 
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by reducing it ten thousand dollars as shown in 
your own writing, didn’t you? 

A. Nobody has denied that. [4364] 

@. tam just asking you if you did. 

A. Wsay, Yes.’’ 

Q. What was the purpose of the change, Mr. 
Taylor? 

A. I believe I testified what it was. 

@. And that was what? 

A. Materials for construction. 

Q. Yes, but what was the purpose of making the 
change? 

A. What was the purpose? I apologize. Pardon 
me. Charges are generally made for the purpose in 
which they are purchased for, to fit the situation. 

Q. As I understand your situation to be, it is 
that the change to be made in your analysis is as 
you saw fit, to meet any situation? 

A. Are you through with the question? 

@. Veenrcin A. That is not so. 

Q. Well, what was the situation you wanted to 
meet when you reduced Mr. Erickson’s inventory 
by ten thousand dollars? 

Mr. LeSourd: Objected to as repetition. The 
question was answered once or twice. 

The Court: I believe the answer isn’t clear. The 
Court will overrule objection. [4365] 

A. Materials purchased for improvement that 
were inventoried were transferred from an inven- 
tory to an improvement account. 

Q. (By My. Griffin): Is this a new account? 
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A. Yes, it shows on the balance sheet. 

Q. And you haven’t had such an account before? 

A. Oh, many times. 

Mr. Griffin: May I see 212, please? 

(Whereupon, Exhibit was handed to Mr. 
Griffin by the Clerk.) 

Q. (By Mr. Griffin): Now, you have—you an- 
alyzed, did you then, at the end of each month, 
these statements that you were making? 

A. No, not necessarily. 

Q. If you thought the profit was too much, you 
analyzed it, did you? A. Not always. 

Q. With reference to Exhibit 212, which is the 
accounts payable journal of Renton Ice and Ice 
Cream Company, Mr. Taylor, I think you have 
testified these figure “1’s” were not written by you? 

m. That is right. 

Q. The result of those figures showed [4366] 
accounts payable for the month of August, 1947, 
of $18,277.36, did it not? 

My. LeSourd: Objected to, your Honor, as not 
August. It is July. And, furthermore 

Mr. Griffin: (Interposing) Correct. 

Mr. LeSourd: (Continuing) that is not a 
total of the actual results of the ‘1’s.”’ 

Mr Griffin: July is correct. 

Q. (By Mr. Griffin continuing): Is that cor- 
rect? 

The Court: The amount, I don’t know. 

Mr. LeSourd: It is not a correct total of the 
“Vs” as phrased in this auestion. 
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Q. (By Mr. Griffin continuing): My questicn 
was: the result of adding those ‘‘1’s’”’ gave accounts 
payable for the month of July, $18,277.36, didn’t 
it? A. No. 

Q. What did it give? 

A. It had nothing to do with it. 

Q. What is the total, $18,277.36, Mr. Taylor? 

A. That is the total of accounts payable for that 
period. 

Q. For the month of July? 

A. No, it is for the end of the year. 

Q. It is? [4367] 

A. That is the total for the end of the fiscal year. 

Q. All right; the total for the end of the fiscal! 
year, then, what were the aecounts payable, Mr.. 
Taylor, for the month of June? 

A. I don’t know. 

@. Will you look? 

A. There is a figure here of $9100 but I don’t) 
know anything about it. 

Q. Mr. Taylor, Exhibit 212 is the accounts pay-- 
able journal of the Renton Ice and Ice Cream Com-" 
pany, is it not? : 

A. No, that is the accounts payable journal oz 
Mr. Ray Schneider. It had nothing to do with the 
books I worked on. They were not part of the books. 

@. You never saw them before, did you, My. 


Taylor? A. Is my writing on there? 
Q. Just a moment, Mr. Taylor. I will ask the 
questions. wv. “Sot 


Q. You never saw Exhibit 212 before, did you? 


| 
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A. I may have seen that book, yes. I say that, 
but that wasn’t part of the complete set of books. 

Q. You were still at this time the Secretary- 
Treasurer [4368] of the Renton Ice and Ice Cream 
Company, is that correct? A. Yes. 

Q. Aside from Exhibit 212-A and the Exhibit 
212, did the Renton Iee and Ice Cream Company 
have any other accounts payable journals from the 
time of its incorporation up to and through the 
year 1949 other than these two? 

A. As far as I know, Mr. Schneider had those 
books. 

@. Did you ever examine them? 

A. I probably did. 

Q. All right; now, then, what does Exhibit 212 
Show was the accounts payable for the month of 
June, 1947? 

A. I will read you the amount that it shows in 
the book. 


Q. All right. A. $9,115.53. 

Q. And, for the month of May? 

ae $337.73. 

Q. And for the month of April? 

A. $7,920.30. 

Q. And for the month of March? 

A. $7,340.52. 

Q. Then, Mr. Taylor, those amounts that [4369] 


you have just read are around $30,000.00 at least 
in the accounts payable, aren’t they?—month by 
month? A. I don’t know. 

Q. Do you still want to say that this item of 
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$18,277.36 is the—represents the accounts payable 
for the fiscal year of 12 menths preceding ? 

A. That is the closing accounts payable for the 
fiscal year. 

@. But representing in that item alone the ae- 
counts pavable for the last month only of that fiseal 
year, isn’t that correct? 

A. It is nearly correct. It could possibly have 
accounts payable two or three months old. It doesn’t 
necessarily have to be the current month. 

Q. Mr. Taylor, what were the accounts payable 
approximately of the Renton Ice and Ice Cream 
Company for the twelve months’ period ending with 
the fiscal year-end month of July, 1947? 

A. I don’t know as I understand your question. 
Q. Well, the accounts payable of Renton Ice 
and Ice Cream Company ran around eight to nine™ 
thousand dollars a month, didn’t they, as you made 

the returns? 

Mr. LeSourd: J will object to that, your Honor. 
The return is made only at the end of the fiscal’ 
year. He made no returns for each month. [43870] 

The Court: Well, the witness can answer the 
question. The question was put. Do you under stand | 
the question? : 

The Witness: I don’t know if I get what he is | 
driving at, at all. 

Q. (By My. Griffin continuing): Mr. Taylor 
The Witness: (Interposing) I get the principle 
of it. | 

QO. (By Mv. Griffin continuing): Mr. Taylor} 
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you prepared the income tax return for the Renton 
Iee and Ice Cream Company during the time of its 
existence down to and including the year 1949, 
didn’t you? A. Y@s,ledids 

Q. What were the average—was not the average 
of accounts payable each month, at least during 
1947, 1946 and 1948 and 1949, approximately cight 
to nine thousand dollars a month? 

A. I do not know. 

Q. Is it your testimony that for the fiscal year 
ending July, 1946, the accounts payable for that 
year were $18,277.36? 

A. That is the figure that was used for the in- 
come tax return in closing the books for the close 
of the year. [4371] 

Mr. LeSourd: 1947, I believe it is. 

A. (Continuing) 1947. 

Q. (By Mr. Griffin): 1947; my question is: is 
the total that you used of Accounts Payable for the 
Renton Ice and Ice Cream Company for the fiscal 
year ending July, 1947, total accounts payable for 
that year, $18,277.36? 

A. No; this is the balance owing at the end of 
that period. 

@. Balance of accounts payable? 

A. Correct. 

Q. Now, will you look at Exhibit 212? That 
fiseal year would begin in what month ? 

A. In August Ist. 

Q. August Ist of 1946? A. Yes. 

Q. All right; beginning August 1, 1946, Mr. Tay- 
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lor, referring to Exhibit 212, what was the total of 
accounts payable for that month? 


A. $14,338.05. 

Q. The following month? 

A. That is the end of the fiscal year. 

Q. All right. A. $7,534.87. 

Q. That is $7500? Correct? [4372] 

Ae iuicht. 

Q. The next month? A. $5,368.27. 

Q. The next month? A. $5,285.58. 

@. And the next month? A. $3,561.15. 
@. And the next month? A. $3,977.95. 
@. And the next month? A. $5,600.73. 
Q@. And the next month? A. $4,661.18. 
@. And the next month? AS S80 oo 
@. And the next month? A. $5,600.73. 
@. And the next month? A. $4,661.18. 
Q. And the next month? A. $7,346.54. 
Q. And the next month? A. $7,920.30. 
@. And the next month? ArwSiaitre: 
@. And the next month? A. $9,144.26. 
Q. All right. 

A. Final accounts payable, $18,277.36. 

Q. Now, having read the amount of accounts 


payable for the 11 preceding months, were you not 
attracted to the amount of accounts payable of 
$18,000 in the month of July? 

A. It looked satisfactory to me. 

Q. Notwithstanding it was over 100 per cent 
over any other accounts payable month, is that 
right? A. That has no bearing on it. 
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Q. You knew 
A. (Tnterposing) This book was not being used 

as a regular book in our business. 

Q. It wasn’t? x No: 

Q. Nor Exhibit 212, is that correct, and Exhibit 
212-A ? 

am 8Mr. Griffinjel can show you where Mr. 
Sehneider abandoned this book and would not keep 
it going. It was abandoned completely by the busi- 
ness practically on his own motion. 

Q. Will you just show me where Mr. Schneider 
abandoned 212-A? [4374] 

A. Right in here. See, this book was quite com- 
plete back in here. 

@. Just show me, Mr. Taylor, where Mr. Schnei- 
der abandoned 212-A? A. Right here. 

Q. By “right here,” you are referring to the 
page preceeding April, 1948, is that right? 

A. That is correct. 

Q. The total of the preceding page of the ac- 
eounts payable, unpaid bills, is $3,701.93, is that 
correct ? A. Yes. 

Q. And who wrote that in? 

A. That is my writing. I am the one that did 
that. That is when Mr. Schneider abandoned the 


Q. So that you did have the book back in there ? 

A. ‘This was originally an installation but My. 
Schneider abandoned it. 

Q. Whose figure is that above yours for the ac- 
counts payable for $9,110.60? 
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A. That was probably Mr. Schneider’s figure at 
some time. 

Q. But you wrote below it, $3,701.93, didn’t you? 

A. Sure, because I worked it out. [43875] 

Q. The last entry where you say the book was 
abandoned is March 29, 1943, sheet 1, 2, 3, 4, 5, 6 
entries under that; isn’t that right? 

A. That is right. 

@. The next sheet begins April 1, 1948—excuse 
me just a second, sir,—and carries every month, 
month by month, and year by year, through the rest 
of 212-A and through 212, doesn’t it? 

A. Yes, but the system was changed by Myr. 
Schneider, as I am trying to tell you. 

@. You knew that neither Mr. Schneider nor 
Mrs. Baskett was receiving their full salary, didn’t 
you? A. They were receiving it, yes. 

Q. And under the arrangement made paying a 
portion of it to Mr. Forster? 

A. They received their full salary. 

@. And paying a portion to Mr. Forster? 

A. That was their agreement. 

Q. But you prepared both Mr. Schneider’s and 
Mrs. Baskett’s income tax returns for them charg- 
ing them with the full salary, and no deduction out, 
didn’t you? A. Correct. 

Q. With regard to Finstad and Utgard in the 
year 1946, you changed their inventory figures by 
around ten [4876] thousand dollars, round figures, 
and in 1948 by a round figure, $4,000, didn’t you? 

A. I did not. 
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Mr. LeSourd: Just a moment, Mr. Taylor. Ob- 
jected to as incompetent, irrelevant and immaterial, 
and improper cross-examination, and I move that 
the answer be stricken and that the question he 
stricken. 

The Court: On what grounds, Mr. LeSourd? On 
the ground it is an item not covered in direct? 

Mr. LeSourd: Not covered in direct examina- 
tion, your Honor, and irrelevant to any of the Gov- 
ernment’s charges in this case. 

The Court: That is the same objection you made 
to other items? 

Mr. LeSourd: It certainly is, your Honor. 

The Court: Objection overruled. 

© (By Mr. Griffin): Mr. Taylor, did you 
ehange the inventory figures of Finstad and Utgard 
by ten thousand dollars in the year 1946? 

Hs No, I did not. 

@. Were they changed? A. I do not know. 

Mr. LeSourd: May the Court please, may we 
have a continuing objection to this line of question- 
ing, [4377] this Finstad and Utgard matter? 

The Court: On inventory, you may. 

Mr. LeSourd: On the same grounds just stated. 

Q. (By Mr. Griffin): Did vou change the Fin- 
stad and Utgard figures by $4,000 in 1948? 

A. I did not. 

Q. Did you change Finstad and Utgard’s ac- 
counts payable at December 31, 1947? 

. ldid,not. 

Myr. LeSourd: Just a moment. May we have the 
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same objection, your Honor, to the examination on 
this subject? This is Accounts Payable. 

The Court: This is Accounts Payable? 

Mr. LeSourd: Yes. 

The Court: Of Finstad and Utgard? 

Mr. LeSourd: Yes; on the same grounds previ-. 
ously stated ? 

The Court: Yes. 

Mr. LeSourd: Your Honor, that is understood! 
to be a continuing objection on all this same line? 

The Court: On this same line. 

Mr. LeSourd: Yes; to avoid objecting. 

The Court: That is quite agreeable, Mr. 

Mr. Griffin: (Interposing) Yes, your Honor. 

The Court: If there is any objection on form, 
or otherwise, you will make it? 

Mr. LeSourd: I would on form, yes, sir. 

Q. (By Mr. Griffin): Now, I hand you A-44 
which is in evidence, and ask you if that exhibit! 
refreshes your recollection as to the changes in in- 
ventory and accounts payable that I just referred: 
to? A. Is that December, 1947? 

@. Accounts payable, yes. 

A. December, 1947, there appears to have been 
an added ten thousand dollars to the accounts pay- 
able, December, 1947. 

Q. And that ten thousand dollars, added to the 
accounts pavahle was taken off of inventory, wasnt 
it? A. It was not. 

Q. Who added the ten thousand dollars to ac- 
counts payable? 
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I would say Mr. EEigeness. 

You earried it into your ledger? 

I did. 

Did you make any inquiry about it? 
did. 

What was it? 

It was the bonus due on the milk. [4379] 
Due whom? A. The farmers. 
What do you find as to inventory, 1946-1947 
m that Exhibit, Mr. Taylor? 

A. The inventory appears to be in Mr. Egeness’s 
writing, $7,760.96. 

Q@. Any change in it? 

A. I can’t see it. 

Q. Do you know what you carried into your 
ledger? A. No, I do not remember. 

Q. (Continuing) At the year-end ? 

And, at the end of 1947, what is the inventory ? 

A. $7,760.96. 

@. Jt wasn’t necessary for you to look at any 
page except the first page, Mr. Taylor, on this item 
of inventory ? A. For what reason? 

Q. I say, it wasn’t necessary upon my question ? 

A. Here is the information, right there. 

Q. Thank you, sir. The inventory figure mani- 
festly has been changed, hasn’t it, Mr. Taylor? 

A. It is whatever Mr. Egeness set it up at. It 
may have been changed. If it was typed, it has been 
changed in pencil. 

Q. The sheet itself is typed, isn’t it? [4380] 

m. Yes. 


OOPOPOP Or: 


Q@. The sheet itself manifestly shows an erasure, 
doesn’t it? A. It is possible. 

®. And a pencil figure written in? 

Ae Ves: 

Q. That is the figure you used, isn’t it, Mr. Tay- 
lor? A. Yes. 

Q. The same is true of accounts receivable, the 
original figure erased, and a new figure written in, 
in pencil, is that correct? A. Yes. 

Q. You were the accountant, secretary-treasurer, 
of Finstad and Utgard, weren’t you? 

A. In name, yes. 

Mr. Griffin: Will you mark this? 

The Clerk: Defendants’ Exhibit A-122 marked 
for identification. 
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122, My. Taylor, for identification, I will ask you 
if this is not a record of the 1947 bonuses that you” 
have just testified to, [4381] wherein you made a} 
change of ten thousand dollars, Finstad and Ut-- 
gard? 
A. I wouldn’t know. I don’t know anything? 
about the bonuses. 


Q. (By Mr. Griffin): Handing you Exhibit A- . 
; 


Q. You made a change of ten thousand dollars? 

A. No, I didn’t make the change. 

Q. You just explained to the Jury, did you not, | 
there was a change of ten thousand dollars due to} 
bonus by Mr. Egeness? A. Yes. 
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Q. All right; did you make any inquiry as to the 
bonus ? 

A. Mr. Egeness was general manager. I took his 
figures. 

Q. Did you make any inquiry as to bonuses? 

A. I didn’t have to. Hewas manager. It wasn’t 
necessary for me to question his figures. 

Q. Did you make any inquiry as to the bonus? 

A. No, I did not. 

@. Did you bave supplied you, on the matter of 
bonus, Exhibit A-122, or a copy of it? 

A. No, I did not. 

Q. The bonuses, Mr. Taylor, were around five 
hundred dollars, weren’t they? 

A. ‘That, I do not know. [4382] 

Q. Was Exhibit 252—is that one of your work 
sheets, Mr. Taylor? 

A. Well, it looks as though it might be one of 
this group of papers that I left with Mr. Forster 
in his office; it is my writing, if that is what you 
want to bring out? 

Q. It is in your writing ? 

A. Yes, you bet it is. 

@. Headed Hans Forster, financial statement, 
February 28, 1948? 

A. That is what it reads, yes. 

Q. What was the purpose in preparing it, Mr. 
Taylor ? 

A. May I ask: is there a typed schedule of this 
kind? 
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Q. My recollection is there was one in evidence, 
Mr. Taylor? I don’t recall the number. 

A. You don’t recall the number of it. What is 
the nearest one? May I have the nearest one to 
this date? That might refresh my memory as to 
some of this. Could I have it, please? 

Q. Certainly, if I can get it for you. 

NMeeieatrem:, 123: 

My. Griffin: 123? 

Mr. Patten: Yes. [4883] 

Q. (By Mr. Griffin continuing): The nearest 
one I find in evidence is dated February 29, 1948, 
and the one I just handed you, Exhibit 252, is Feb- 
ruary 28, 1948, one day difference. 

The Court: Is there a question pending? 

Mr. Griffin: The question was: 

Q. (By Mr. Griffin continuing): What was the 
purpose in preparing this statement for Mr. For- 
ster? What I am trying to clear is, I would like 
the one that joins nearest this date that was actu- 
ally given to the bank. Have you another one that 
was actually given to the bank? 

Mr. Maxwell: 123 was. 

Q. (By Mr. Griffin): Well, Plaintiff’s Exhibit 
124 is Financia] Statement, March 31, 1947, and 
Exhibit 122 is December 31, 1948. 

A. That is—that will be helpful in a slight ex- 
planation of why this statement was prepared. 

From the best of my recollection, at that time, 
Mr. Forster wanted to borrow two hundred thou- 
sand dollars to build an ice cream plant. Mr. Strack 
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and Mr. Donaldson, who both testified here, did not 
come out clearly to Mr. Forster that they didn’t 
want any more of his loans at that time, because 
he had loaned past their [4384] loan limit, so I 
was called secretly to be talked to about this situa- 
tion, how Mr. Forster could possibly liquidate all 
the loans that he had, of his various companies. 
Called secretly by whom? 

By one of their eredit men. 

Do you remember his name? 

No, I cannot remember. 

By that, you mean credit men at the bank? 
Yes. 

Not by Mr. Forster secretly? AA. INO: 
All right. 

So, I had a tentative financial statement 
made up as of this date, showing a net worth of 
Hans Forster of seven hundred fifty-five thousand 
dollars. 

If you folks have seen this—we have, this is Hans 
Forster, Alpine Dairy Assets, with various associ- 
ate companies, showing their net worth each, in 
this ease, Issaquah Creamery, $342,000, Apex 
Farms, $69,000, Finstad and Utgard, $74,000, Puy- 
allup Creamery, one-half interest, $14,000, Renton 
Tee, $19,000. In other words, this statement was 
made up to show Mr. Forster’s net worth, of his 
Alpine Dairy, plus his other holdings. [4385 ] 

The banker wanted to know what the cash posi- 
tion, what a quick turnover—what a quick payment 
would do. So, with a little effort, I took the various 
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statements to see. One change was made. We esti- 
mated what could be liquidated from accounts re- 
ceivable, in a hurry, in case of a close-down. We 
assumed within fifteen days we could collect ap- 
proximately one hundred thousand dollars, so we 
analyzed from a standpoint of moving one hundred 
thousand dollars out of accounts receivable, and 
moving it up into the cash to make the cash posi- 
tion better. 

Then we took the added—now, this was Alpine 
Dairy accounts receivable we were talking about, so 
we reduced Alpine Dairy one hundred thousand 
dollars, accounts receivable, and increased the cash 
to show the application. Then we took all the state- 
ments to see what we could accomplish with the 
various statements in bringing into a cash position 
in a quick liquidation. 

We estimated we could accumulate one hundred 
thousand dollars there. So, we moved two hundred 
thousand dollars ahead of the ninety-three thousand 
dollar balance on the Alpine books, increased the 
accounts payable, because Mr. Forster’s position 
would be different. If he took money from one of 
those corporations to liquidate his loans, he would 
owe the [4386] corporation. 

So, in order to get the application of the possible 
quick cash position, we increased the accounts pay- 
able one hundred thousand dollars and remained 
with the same net worth figure of $755,512. 

That was the purpose of this particular paper. 
I am sorry I don’t have all the work sheets that 
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have been spread around to actually show you in 
detail on that work sheet. 

Q. The purpose then, Mr. Taylor, of making up 
Exhibit 252, was to make out a financial statement 
of Mr. Forster’s net worth, wasn’t it? 

A. Of his enterprises, yes, to show a quick liqui- 
dation position. 

@. And with reference to—yvou will notice that 
Exhibit 123 bears the signature of Mr. Forster, 
doesn’t it? A. That is right. 

@. You made up the document, didn’t you, Mr. 
Taylor? 

A. Oh, yes; I prepared the document. 

Q. You showed eash on hand and in _ banks, 
$293,848.11, didn’t you, Mr. Taylor? 

A. That was shown for that purpose, ves. 

Q. This was a statement delivered to the Peo- 
ples [4387] Bank for the purpose of credit, wasn’t 
it? A. At their request, yes. 

Q. You knew at the time when you made up that 
statement showing cash on hand, $293,848.11 that it 


was utterly untrue, didn’t you? Nee 
Q. (Interposing) You can answer that ‘‘ves”’ or 
“no,” Mr. Taylor. ae NO, 


Q. Oh, he did have it on hand? 

A. I believe I testified that the principle and the 
purpose and the method of preparation and the 
purpose of it. 

@. Myr. Taylor, cash on hand and in banks in 
accounting practice means precisely what it says, 
does it not—eash in my pocket or in the bank? 


is 
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A. I would say that when I prepared that, that 
could have been possible. 

Q. Was the bank—this gentleman whose name 
you do not remember at the Peoples Bank, request- 
ing you to make an untruthful financial statement 
to the bank on behalf of Hans Forster? 

A. No, he was not. 

GO. Why did you dogity 

Mr. LeSourd: I object to the form of that [4388] 
question, your Honor. 

The Court: Objection sustained. Should we take 
the recess, Mr. Griffin ? 

Mr. Griffin: All rght. Exeuse me. 

The Court: Ladies and Gentlemen of the Jury: 
We will now take the mid-afternoon recess. The 
Court advises you you are to heed the admonition 
given you on similar occasions. 

You may now be excused. 

(Whereupon, the Jury retired from the court 
room. ) 

(Whereupon, at 2:48 o’clock p.m. a recess was 
had in the within-entitled and numbered cause 
until 3:01 o’clock p.m. April 21, 1954, at which ¢ 
time, Counsel and Defendants heretofore noted! 
being present, the following proceedings were 
had, to-wit:) 

The Court: Mr. Griffin? 

Mr. Griffin: If the Court please, with reference 
to Exhibit A-121, which is this folder dealing with 
March 31, 1950, and which I want to primarily use | 
the first two sheets to show how he handled minus | 
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inventory in reports to Mr. Forster, I think your 
ruling was you couldn’t see how anything in 1950 
could be admissible. 

The Court: That is on figures not related [4389] 
to 1949. 

Mr. Griffin: Yes, six. 

The Court: The second offer, I take it, was on 
impeachment. 

Mr. Griffin: That is true, but J wanted to use 
the sheets to show how Mr. 'l’aylor made his reports 
on minus inventory, which he said were a flag to 
Mr. Forster. The Indictment period runs at least 
to March 15, 1950. Under the “Indictment,” it is 
“Failed to file the filing, March 15, 1950, false and 
fraudulent returns for 1949.’’ I would take it 

The Court: (Interposing) Aren’t those figures, 
Mr. Griffin, relating solely to the 1950 income? 

Mr. Griffn: That is true, sir. No question about 
that. 

The Court: That was the basis of my ruling. If 
it had relation, of course, to 1949, it would be an- 
other matter. 

Mr. Griffin: May I say to you, we have a whole 
folder for the year 1940—whatever the year was— 
7 or ’8, 1949, a whole folder of every month except 
the two months in question, where we had the work 
sheets only, and no reports. That is why I was try- 
ing to use the only example I could find of how My. 
Taylor reported [4890] it, and upon reconsidera- 
tion, it occurred to us that inasmuch as the Indict- 
ment—the charge goes to at least March 15, 1950— 
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that it would be material and should not be excluded 
simply because it is 1950. 

The Court: I just don’t see how over objection 
I could 

My. Griffin: (Interposing) I just want to make 
the statement to your Honor. 

The Court: Yes. You may eall the Jury. 

(Whereupon, the Jury was returned to the 
court room.) 

The Court: You may be seated. 

It is stipulated that the Jurv and all Defendants 
are present in the courtroom? 

Mr. Griffin: Yes, your Honor. 

My. Moriarty: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

Q. (By Mr. Griffin): Myr. Taylor, was it Mr 
Quentin Ellis of the Peoples Bank and Trust Com- 
pany, the credit manager, that called you into this 
secret conference ? 

A. That, I do not recollect. 

Q. You do not recollect who you talked to? 

A. No, I am not sure. 

Q. You spent two or three hours, you say, in 
that [4391] conference ? 

A. No, I brought it back to my office and com- 
pleted it, and then returned it to him. 

Q. How did he happen to eall you? 

A. That I couldn’t tell you. 

Q. You have been doing business with the Peo- 
ples Bank and Trust Company for a great number 
of years, have you not, Mr. Taylor? 
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A. Sinee I was ten years old, yes, Mr. Taylor. 

Q. And with the eredit department ? 

A. No, not hardly at ten. 

Q. J didn’t ask you anything about ten, Mr. 
Taylor. You have been doing business in the past 
fifteen years? A. Qh, say, 30 years. 

Q. Yes; and in a matter where vou were mak- 
ing this sort of a financial statement that you have 
testified that you did, you have no recollection who 
the officer of the Peoples Trust and Savings Bank 
was with whom you conferred and who ealled you 
for a conference; is that right? 

A. No, T just don’t seem clear in my mind who 
it was. 

Q. Mr. Taylor, in the financial statement of De- 
eember 31, 1948, Exhibit 122, you state: ‘Issaquah 
Creamery [4392] Company, Sole Owner,’”’? do you 
not? A. Yes. 

Q. Apex Farms, 67 per cent? A. Correct. 

@. Einstad and Utgard, sole owner? 

A. Yes. 

Q. Why “sole owner,” Mr. Taylor, if Mr. For- 
ster was not the sole owner of all the capital stock 
of Finstad and Utgard? 

A. He was sole owner of a contract subject to a 
contingent hability to Mr. Egeness. 

Q. Did you show any contingent lability to Mr. 
Egeness in Exhibit 122 where you refer to Finstad 
ana Utgard, sole owner? A. No, I do not. 

Q. In Exhibit 123, Financial Statement, Feb- 
ruary 29, 1948, Finstad and Utgard, Net Worth, 
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Sole Owner, you show no contingent liability, do 


you? A. I beheve not, but on the 
@. (Interposing) I will get you the other one. 
A. (Continuing) ——the other exhibit shows it. 


Q. You realize the two I showed you were Feb- 
ruary 29, 1948, and December 31, 1948? 

AY What as*correct: 

Q. In Exhibit 124, which is March 31, 1947, you 
do [4393] not show Mr. Forster as sole owner im 
Finstad and Utgard, do you? 

A. I show the net worth, which is equivalent. 

Q. Now, let’s spell this out, Mr. Taylor. 

The Court: Excuse me. Is that 124? 

Mr. Griffin: 124. 

The Witness: Yes, 124. 

Q. (By Mr. Griffin continuing): In 123, Feb- 
ruary 29, 1948, you spell out Finstad and Utgard 
net worth, sole owner, don’t you? A. Yes, 

Q. The identical language you use: “Issaquah 
Creamery, Net Worth, Sole Owner’’? 

A. Yes. 

Q. In Exhibit 122, you spell out Issaquah 
Creamery Company, Sole Owner; Finstad and Ut- 
gard, Sole Owner”; don’t you? 

A. Correct. I might add to that that the reason 
that was changed to sole owner was at the request 
of the bank because I had been using Issaquah 
Creamery Company net worth. They requested that 
I put “sole owner.” 

Q. In Exhibit—and in neither 122 nor 123 do 
you show any contingent liabilities, do you? 
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A. ‘That was correct. [4394] 

Q. Was that also at the request of the bank? 

A. That I would not say definitely. I may have 
left it off, myself. 

Q. The bank 

A. (Interposing) They had—they knew what 
the contingent liability was. 


Q. The bank in obtaining a financial statement 
for the purpose of credit, is definitely interested 
in liabilities, isn’t it? 

A. That is the usual contention, yes. 

Q. Well, liabilities, actual and contingent, isn’t 
it? 

A. In most cases, where the bank itself does 
not hold all the contingent liabilities. 

Q. In Exhibit 124, you simply say “Finstad and 
Utgard, Incorporated, Net Worth,” and then at the 
bottom, contingent liabilities, $281,280.25; is that 
correct ? A. That is correct. 

Q@. Do you know what items made up the con- 
tingent liabilities ? 

A. Well, I had a work sheet that showed it. 

Q. Do you know now? 

A. My recollection is I do not know. As I re- 
member it, there were a number of items that made 
it up. [4395] 

Q. Excuse me. Would your work sheet show 
Finstad and Utgard in those contingent liabilities, 
Ma. Taylor? 

A. To the best of my recollection, I think it did. 
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Q. I hand you—I will ask you if Exhibit 252 
is your work sheet for February 28, 1948? 

A. This is my pencil handwriting, yes. 

@. And that shows—excuse me—Finstad and 
Utgard, net worth, sole owner, doesn’t it? 

ay “Yies. 

Q. And shows contingent Habilities, $190,000, 
doesn’t it? A. Yes. 

Q. It doesn’t show Finstad and Utgard in con- 
tingent liabilities, at all, does it? 

A. As I tell you, in my work sheets, I must have 
the distribution. I am not going to say positively it 
is there, because I cannot remember exactly what 
made up the contingent hahbilities. 

Q. Mr. Taylor, your work sheet is—your work 
sheet, Exhibit 252, is dated February 28, 1948, isn’t 
it? A. Yes. 

@. And that is the one that shows contingent 
liabilities, $190,000? [4396] A. That is correct. 

@. You made the printed copy, and dated it the 
following day, February 29, 1948, didn’t you, Ex- 
hibit 122—123? A. Yes. 

Q. You did not include contingent liabilities 
upon the typewritten sheet, did you? 

A. No; it is my recollection that there was some 
comment about it. 

Q. By whom? 

A. At the bank; not to put it on, that it was 
not necessary for that particular statement. 

@. I thought the purpose of the statement, Bin. 
Taylor, in your long explanation before the recess, 
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was that the bank called you secretly and wanted 
you to help them so that they would not have to 
make a loan to Mi. Forster; isn’t that right? 

ma. No; that wasn’t what I intended to say. I 
intended that they did not want to make an addi- 
tional loan to My. Forster. 

Q. So, at the bank’s request, they requested you 
to leave off $190,000 of contingent Habilities because 
they didn’t want to make an additional loan, is that 
right? A. Well, no, I don't believe that that is so. 

Q. The $190,000 in contingent lhabilities, Mr. 
[4397] Taylor, would detract from the value of the 
financial statement, wouldn’t it? 

A. Not necessarily, Mr. Griffin. If all the con- 
tingent liability belonged to the bank, it wouldn’t de- 
tract or help. If it contained many others, it might 
have its effect with the loan committee at the bank. 

Q. Do you know Mr. D. O. Beck of the Credit 
Department of the Peoples Bank and Trust Com- 
pany ? A. D. O. Beck? 

©. Yes. 

A. Iam not sure that I do. That name doesn’t 
register. 

(Whereupon, there was a brief pause.) 

Mr. Griffin: Sorry; my finger slipped, and I lost 
my place. 

(Whereupon, there was a brief pause.) 

Mr. Griffin: I am sorry; my finger slipped while 
I was looking for the number of the exhibit. 

A-2 is not in? 

The Clerk: No. 
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(Whereupon, there was a brief pause.) 

Q. (By Mr. Griffin): Do you recall any of the 
officers at the Peoples Trust and Savings Bank 
with whom you conferred [4398] relative to Mr. 
Forster’s financial situation other than the twa 
gentlemen who testified in this case? 

A. I believe that Mr. Strack and Mr. Donaldson 
were practically the only ones except this one time, 
as I remember it. 

@. Do you recall that at this one time, that you 
were called over, as you referred to, secretly, that 
that gentleman took notes? 

A. I do not remember anything about that. He 
may have. 

Q. And it would be only with that one man in 
the bank, whose name you don’t remember, that you 
were called over secretly and with whom you con- 
ferred, is that correct; just the one? 

A. As I remember it. 

Q. Aside from Strack and Donaldson? 

A. I had some 35, or 30, accounts that went 
through that bank, so that it is pretty hard for me’ 
to single out who I might have talked to. 

Q. You knew that the bank depended upon you 
in any information they wanted in regard to Mr. 
Forster’s financial affairs, didn’t you? 

A. I wouldn’t say, altogether. 

Q. By the way, you—Mr. Taylor, you were tg 
trustee under the Hans Forster trust, weren’tgrou#? 

Mr. LeSourd: Objected to, your Lem as im- 
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proper cross-examination, and irrelevant and immia- 
terial. 

The Court: Objection overruled. [ don’t know 
how extensive it may be. I think it was covered 
by reference in direct, was it not? 

Mr. LeSourd: No, it wasn’t your Honor. Not 
involved in the case, and not covered. 

The Court: What would be the purpose of this, 
Mr. Griffin ? 

Mr. Griffin: I would propose to show his famihar- 
ity, which is part of his familiarity with the Hans 
Forster family, lis relationship which he says was 
in nowise social, and what he did in connection 
with acting in the matter of the trust, inasmuch as 
he handled that entire matter, and handled the 
books of the trust. 


The Court: In a limited fashion, I think the 
Cowmt would overrule the objection. I think any 
extensive examination, unless something further is 
shown, would not be proper. 

Mr. Griffin: I will try and make it brief, and go 
to the point that I want. 

Q. (By Mr. Griffin continuing): You were the 
designated co-trustee in the Hans Forster trust 
established for his children, weren’t you? 

Mr. LeSourd: We object, your Honor. [4400] 

My. Moriarty: We join in the objection, your 
Honor. 

The Court: Objection overruled, in leu of the 
Court’s comment if examination is extended. 
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Mr. LeSourd: May we have a continuing objec- 
tion to this, if the Court please? 

The Court: Yes, you may. If you will not object 
any further, the Court will undertake its own guid- 
ance of the examination. 

Q. (By Mz. Griffin continuing): You kept the 
books of the trust and made the income tax for the 
trust, didn’t you? A. Yes. 

Q. All income for the trust came in a lease of 
the trust property to the Alpine Dairy of which 
you kept the books, didn’t it, of which you made 
the tax returns? 

A. The rent was paid by the Alpine Dairy to 
the trust. 

@. Yes; and you had charge, as trustee, of the 
trust bank account, didn’t you? 

A. That is so, yes. 

Q. So that you knew then the amount of rent 
being paid by Alpine Dairy to the trust, didn’t you? 

A. Yes. 

Q. The amount paid by Alpine Dairy to the 
trust [4401] was chargeable on the books of the 


Alpine Dairy as rent, wasn’t it? A. Yes. 
Q. On the books of the trust as income? 
me es: 
@. Mr. Taylor, in the year 1947, did you show 


on the books of the Alpine Dairy rent expense of 
£6,500 ? A. Yes. 

@. But in the trust account, only income of five 
thousand five hundred? 

A. That is correct. 
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Mr. Griffin: Will you mark this check for iden- 
tification ? 

The Clerk: Defendants’ Exhibit 123 marked for 
identification. 

(Defendants’ Exhibit 123 marked for iden- 
tification.) 

Q. (By Mr. Griffin): Handing you Exhibit 123 
for identification, I will ask you what that is, Mr. 
Taylor? 

A. That is a check made out to L. Hicks Taylor, 
Trustee, by the Alpine Dairy for $500. 


Q. And the date of it? A. 3-10-50. 
Q. <And that is one of the income checks to the 
[4402] trust? A. That 2s correct. 


@. Deposited by you, Mr. Taylor, to your per- 
sonal bank account, is that right? 

A. That is endorsed, L. Hicks Taylor, Trustee. 

@. And deposited by you, Mr. Taylor, to your 
personal bank account, wasn’t it? 

Mr. LeSourd: I want to be sure, your Honor, 
that our objection runs to this. As we said before, 
it is all irrelevant and immaterial, and improper 
eross-examination, and outside the period, and 

The Court: (Interposing) What is the date of 
it? 

Mr. LeSourd: If the Court lets it in, we want 
our record to show all this. 

Mr. Griffin: March 10, 1950. This is within the 
Indictment period; prior to March 15th. 

The Court: I will sustain objection until a 
further showing is made. 
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Mr. LeSourd: By questions and answers, he at- 
tempted to bring out what he claims to be a situa- 
tion in 1950, and it is highly prejudicial, your 
Honor, and over our objection. 

The Court: Well, I will hear further from 
Counsel. [4403] 

However, as far as the Jury is concerned, any 
evidence up to this time in regard to this check 
should be disregarded by the Jury, and, unless sub- 
sequently the Court considers a matter, that does 
not come in as evidence. 

Mr. Griffin: Does your Honor understand my 
position without stating it? 

The Court: I don’t want to make a final ruling 
until I give you an opportunity, but to avoid any 
possible misunderstanding, I have given the Jury 
that instruction. 

Mr. Griffin: You don’t want me to state the 
position ? 

The Court: I suggest you pass it, if you can. 

Mr. Griffin: All right. 

The Court: (Continuing) Until you finish, or 
at least, until recess. 

Q. (By Mr. Griffin): Myr. Taylor, the trust, 
from the time it was established, had a separate 
trust bank account in the Peoples National Bank 
of Washington, did it not? 

Mr. LeSourd: Your Honor, it is understood that 
our objection is continuing on the same grounds 
previously stated ? 
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Mr. Moriarty: The Government joins in the 
[4404] objection. 

The Court: Well, the Court doesn’t know the 
purpose, and in cross-cxamination, cannot go into 
the purpose of every question, and there may be 
many matters gone into in cross-examination that 
may go to various proper items, and, therefore, the 
Court isn’t going to sustain the objection at this 
time. If it appears it is improper, the Court will 
ask him that it be stricken, and so instruct the jury. 
You may proceed. 

Q. (By Mr. Griffin continuing): And you had a 
personal hank account in the Peoples National Bank 
of Washington, at the same time? Awe “CS. 

Mr. Griffin: Now, in the absence of the Jury, 
I will state the purpose of the interrogation, if the 
Court please. 

May I see the tax returns, if the Court please, 
of lorster, personally ? 

The Clerk: That is one, two and three? 

Myr. Griffin: That is Exhibit 3. 

®. (By Mr. Griffin): Mr. Taylor, im the tax re- 
turn of Hans Forster, as filed for the year 1947, 
being Exhibit 3, you inereased the sales—— [4405] 

Mr. Griffin: This 1s coming off. 

(Whereupon, the Clerk stapled the exhibit 
together. ) 

Q. (By Mr. Griffin continuing): ——you in- 
ereased the sales, that is, Alpine Dairy, by thirteen 
thousand dollars over the amount appearing in your 
work sheets and the general ledger, didn’t you? 
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Mr. LeSourd: Objected to, your Honor, as mn- 
proper cross-examination, and irrelevant. 

The Court: Objection overruled. 

A. That is rather hard to answer from just a 
plain question. It would need some work sheets or 
something else to refresh my memory. 

Mr. Griffin: The general ledger is 72? 

The Clerk: Here it is. 

The Witness: Do you have the work sheet? 

Q. (By Mr. Griffin): Well, you can examine the 
ledger on that question without the work sheet, 
ean’t you, Mr. Taylor? A. We will see. 

Q@. Now, so that we know, Exhibit 3—— 

The Court: (Interposing) The ledger exhibit is 
number ? 

The Clerk: 272. [4406] 

The Witness: 272. 

(Whereupon, there was brief pause.) 

The Witness: (Continuing) That is correct. 

Q. (By My. Griffin): Why did you change the 
tax return, which you say is based upon the general 
ledger, in that item of $13,000, different from your 
general ledger? 

A. That was an adjustment relative to either 
the schools or a group of loans were not set up. 
One or the other. 1 am not positive. 

Q@. One of your manipulation of figures? 

Mr. LeSourd: Object to the form of the ques- 
tion. 

The Court: Objection sustained. 

Q. (By Mr. Griffin continuing): Weil, that is 


ee 


United States of America 21t 


(Testimony of L. Hicks Taylor.) 
what you did, wasn’t it, Mr. ‘Taylor, to change 
figures? 

A. It is a fact that I changed, yes, the figure 
that belonged in the books. 

Q. You did not change the ledger, did you? 

A. I probably didn’t go back and post the entry 
from the work sheet, no, which has been done a 
numbers of years here. 

Q. It was your custom, month by month, and 
year-end, to analyze and change figures, wasn’t it? 

A. Only where it came to my attention. 

Q. Where it—whether it was sales, inventory, 
depreciation, accounts payable, or accounts recelv- 
able, you did it mght along, didn’t you? 

A. No, I did not. 

@. Did you at any time reconcile the bank ac- 
eounts, cash in bank, Issaquah Creamery, with your 


ledger? A. J did not. 
@. Or of Alpine? A. JI did not. 
Q. Or of any of the Forster enterprises? 
A. Oh, I would say some, I did, yes. 
@. What ones? 
A. Where I didn’t have people that were com- 


petent to do it, I did it. 

@. In which enterprises of Mr. Forster did you 
reconcile the bank account against the ledger kept 
by you? 

A. <A very good example is the Renton Ice and 
ice Cream. 

Q. You did that on each statement? 

A. As far as I can remember, ves. 
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Q. Why did you do it? 

A. Because I didn’t have someone competent to 
do [4408] the job down there. 

Q. You recognized then that there should he 
reconciliation definitely between bank accounts, 
cash on hand, and the ledger, didn’t you? 

A. I practised accounting thirty years. I know 
some of the principles, but that wasn’t my assign- 
ment with the Issaquah Creamery and the Alpine 
Dairy. 

Q. You knew and recognized the principle of 
the necessity of a reconciliation, didn’t you? 

A. It was not my duty, as I am telling you. 

Q. My question is, Mr. Taylor, as an accountant, 
you knew the necessity of reconciliation between the 
bank account, cash on hand, and the ledger, didn’t 
you? A. Yes. 

@. Mr Taylor, you kept the ledger under your 
control in your office, didn’t you? 

A. Correct. 

@. How could Harold Erickson at Issaquah re- 
concile the bank account with the ledger kept in” 
your office and under your control? 

A. My. Griffin, Mr. Erickson’s bank account and” 
mine were always in agreement. 

Q@. With minus cash? 

A. Muinus cash is something altogether different 
than a bank account. 

@. Did you reconcile them then, Mr. Taylor? 

A. I did not. [ have admitted I did not recon= 
cile the banks. 
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@. All right; you say that your ledger was in 
acordance with Mr. Irickson’s what? 

A. Journal. 

Q. Journal; well, it had to be if you just copied 
the figures from the journal into the ledger, didn’t 
it? And copied them correctly? 

A. Correctly? 

Q. Yes; there wasn’t anything to do with recon- 
eiliation as between the bank account, the journal 
and the ledger, was there? You simply copied 
figures ? 

A. They were supposed to have been reconciled 
for me. 

@. When, to your knowledge, Mr. Taylor, did 
Mr. Erickson ever reconcile the bank account with 
his figures in the journals? 

A. I don’t recollect. 

@. When did you ever inquire of Mr. Erickson 
whether he had reconciled the bank account with the 
figures in the journal, if ever? 

A. That I don’t remember. 

@. Also, it is necessary to reconcile accounts 
payable, and accounts receivable? 

A. Sure; that is the office force’s duty. It [4410] 
wasn’t mine. 

Q. The office force of which you have stated that 
you considered Mr. Erickson competent ? 

A. I think so. 

@. And employes under him competent ? 

A. As far as I know. 

Q. And you relied on them, did you? 


2140 flans Forster vs. 


(Testimony of L. Hicks Taylor.) 

A. Yes. 

Q. Just as Mr. Forster relied on you, 1s thag 
right? 

A. I would say that Mr. Forster relied on the 
whole organization. He was at the head of it. 

Q. To your knowledge, Mr. Taylor, were the 
accounts receivable and the accounts payable of the 
Issaquah Creamery ever reconciled? 

A. One that I know of is one that I did myself 
in 1932, I belzeve. 

Q. 19382; subsequent to 1932—22 years ago—do 
you know of any reconciliation of accounts receiy- 
able and accounts payable of Issaquah Creamery? 

A. No, I do not. 

Q. Alpine Dairy? 

A. No; Alpine Dairy accounts receivable recon- 
eile continuously. 

Q. Did you reconcile the so-called “paid-outs” 
[4411] and ‘“‘paid-ins”? 

A. The “paid-outs” and “paid-ins” were prop- 
erly taken care of 1n those records. 

@. You checked them, did you? 

A. No, I did not check them. Mrs. Wilcox had 
charge of the office, and knew what she was doing. 

Q. Just the same as Mr. Erickson knew what he 
was doing? A. Absolutely. 

Q. Do you say now that the accounts receivable 
and accounts payable were reconciled at Alpine 
Dairy? 

A. There was a running reconciliation kept of 
those accounts. 
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Q. By whom? Ay. Masse Walcox: 

Q. But not at Issaquah; is that mght? 

A. No; accounts receivable, I do not know much 
about what happened at Issaquah. 

Q. Well, the Alpine Dairy accounts payable 
were payable through Issaquah, weren’t they? 

o ‘Uhaieisecorrect. 

Q. Why didn’t you see to it, then, Mr. Taylor, 
that there was a reconciliation at Issaquah, at least, 
of the Alpine Dairy payables? 

A. I accepted the figures given to me. I did not 
[4412] audit those books at any time. 

Q. And you proceeded on the basis that Mr. 
Forster owed a higher duty than you owed him as 
an accountant, is that correct? 

A. I gave him the service that he requested. 

@. We went into the matter of your original 
employment, Mr. Taylor. Was there ever anv 
change ? 

A. We started in 1940 with a proper assignment, 


Q. You started in 1932, didn’t you? 
A. That was not the same assignment as 1940. 
Q. Mr. Taylor, is it your testimony that in your 


_Yelationship to Mr. Forster professionally that he 


: 
: 


; 


: 


owed you a greater duty than you owed him? 

A. I would say “no”, that we owed it equally to 
each other. 

Q. You owed a duty to him, to see that he made 
correct Income tax returns, didn’t vou? 

A. And my tax returns agreed with the ledger. 
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Q. And your ledger agreed with nothing, did 
they, Mr. Taylor, except themselves at times? 

A. I disagree with you on that. 

Q. You didn’t record the acquisition of the Daisy 
Ice Cream Company on the books of Alpine until 
January 31, 1946, did you? [4413] 

A. That I cannot say; I don’t remember. 

@. Well, you handled the purchase of the Daisy 
Ice Cream, didn’t you, as you heretofore testified ? 
Yes, I handled the operation, yes. 

And that was May 1, 1934, wasn’t it? 

When was it? 

1944? 

I guess so. I have forgotten definitely. 
Why did you delay between May 1, 1934, and 
assume my date is correct, and January 1, 1946 

Mr. LeSourd: (Interposing) Just a moment. 

My. Griffin: Just a moment, Mr. LeSourd. 

Q. (By Mr. Griffin continuing): in enter- 
ing the acquisition of Daisy Ice Cream Company as 
an asset in Mr. Forster’s enterprises? 

Mr. LeSourd: Object to the form of the ques- 
tion. It ean’t be asked on Mr. Griffin’s assumption. He 
ean be asked what he knows, or what the facts are. 

Myr. Griffin: J will withdraw the question. I 
don’t intentionally misrepresent to the Court. 

Q. (By Mr. Griffin): Mr. Taylor, what period 
of time elapsed approximately before you entered 
Daisy Ice Cream as an [4414] asset upon the books 
of Alpine Dairy? A. J don’t remember. 

Q. Several months? A. I don’t know. 


OF Si See 
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Q. Mr. Taylor, without a reconciliation at Issa- 
quah of payables, how could Mr. Forster know that 
items chargeable to his drawing account personally 
were charged otherwise; how could he know? 

A. I don’t know. 

Q. Mr. Taylor, upon the Alpime Dairy ledger, 
did you charge or credit donations to advertising ? 

A. Not to my knowledge. 

Q. Did you eredit donations at all? 

A. They were handled through Mr. Erickson’s 
journals, and charged to whatever account was 
proper, so far as I know. 

You never went into those accounts ? 

I did not. I was not auditing those books. 

I am not asking \ 
(Interposing) I am answering that way. 

You were not auditing books, but you were 
Payzing figures, 1s that it? 

A. After they came into my possession. 

Q. And no analysis that you ever made ever 
caused you to go back and look into the books of 
either Issaquah [4415] Creamery or Alpine Dairy 
to find the basis of why you had to analyze, is that 
night? 

A. TI never analyzed from the books. I analyzed 
from the figures I took for the general ledger. 

Q. But, I say, nothing 

Mr. Griffin: (Interposing) Strike that. 

Q. (By My. Griffin continuing): You analyzed. 
them year after year from the figures you had? 

A. From my ledger, yes. 


OPrope 
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Q. Mr. Taylor, what was the purpose of that 
analysis? 

A. To analyze the operation for the year, in- 
crease and decrease in net worth. 

Q. Is that your complete answer? 

A. It is enough, yes. 

@. What was the purpose of analysis of the 
monthly statements? 

A. To give Mr. Forster an idea of his progress. 

@. Well, how could he have an idea of his prog- 
ress, Mr. Taylor, if Mr. Erickson showed certain 
inventory—actual figures—and showed certain sales 
and you analyzed and changed those figures? How 
could that help or show Mr. Forster his progress, 
or lack of progress? [4416] 

Mr. LeSourd: If your Honor please, may the 
record show our objection, the same objection as 
before, to this line of questioning—irrelevant and 
immaterial, and improper cross-examination ? 

The Court: JT might say it seems to be extending 
longer than J thought. When I consider how far 
we have gone with this, Mr. Griffin, I am inclined 
to put some limitation upon it. I will overrule the 
objection. 

Mr. Griffin: I agree with your Honor. I agree. 
Did vou sustain objection to my question ? 

The Court: No, I didn’t sustain objection. Do 
you wish the question? 

The Witness: I think so. 


The Court: Mr. Reporter, read the question. 
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(Whereupon, preceding question was read by 
the reporter.) 


A. No figures were changed from the figures 
actually presented. 

Q. (By Myr. Griffin): Mr. Taylor, can there be 
negative cash? 

A. Yes, you bet you, there can be negative cash. 

Mr. LeSourd: Just a minute, your Honor. The 
answer came before I could object. I want [4417] 
my same objection to show and move to strike the 
objection and answer on the same ground. 

The Court: The answer having been given the 
Court would deny the motion. 

Q. (By Mr. Griffin): That is, a business may 
have actually ten dollars or ten thousand dollars 
in cash, physical cash, and it could still be negative 
eash, 1s that right? 

Mr. LeSourd: Just a moment. May we have a 
continuing objection to this, to save interrupting? 

The Court: The Court will sustain objection if 
you object to this question. 

Mr. LeSourd: Well, I object to it on the same 
grounds. 

@. (By Mr. Griffin): Can there be negative 
eash where physically there is actual cash? 

Mr. LeSourd: Same objection. 

mine Court: Wasn’t this covered, Mr. Griffin, 
earlier? 

Mr. Griffin: Not with this witness to my recol- 


lection. 
| 
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The Court: Didn’t you cover it in part with neg- 
ative inventory ? 

Mr. Griffin: Negative inventory is entirely dif 
ferent [4418] from negative cash. 

The Court: Wasn’t this covered in part at the 
same time ? 

Mr. Griffin: J didn’t mean to, if I did. 

The Court: Mr. LeSourd’s objection is on ans 
other ground, isn’t that right? 

Mr. LeSourd: My objection is, it is improper 
examination and irrelevant and immaterial to the 
case. 

The Court: Objection overruled. 

The Witness: May I have that question now? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

A. That is an answer of ‘‘yes’’ and ‘‘no.”’ Tig 
takes two answers to answer that question. 

Many sets of books contain what they call a petty 
cash account, which is the drawer cash, or the cash | 
lying in the business from which small expenditures | 
are made from. That particular cash account is a) 
definite and conservative account, replaced as a rule 
every three days, to bring it to a certain balance 
That cannot have a negative cash. 

The cash account generally carried in the ledger’ 
is like any account of a business. Through applica | 
tion of certain collections, certain cash items [4419] | 
transferred to the bank before they are entered on | 
the detailed books, you take your journal, apply 
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your deposits—and many times your cash account 
fill show a credit which is not an error. It is 
merely the fact of the delay in entering cash re- 
ecipts and erediting it to sales or to accounts re- 
eeivable. It does not mean there are any errors in 
the books. It does not affect the income tax in any 
way. It is merely a book entry upon which adjust- 
ment is made, and if it cannot be adjusted, it must 
be developed and created into some other type of 
an account, such as an account payable, note pay- 
able, or some other type of an account. 

Q. Mr. Taylor, you did not include the Werner- 
Murphy note as upon the books of Alpine Dairy, 
did you? By “hooks’’ now, I am referring to the 
ledger. 

Mr. LeSourd: Objected to, your Honor, improper 
cross-examination and irrelevant and immaterial. 

he Court: I will sustain the objection. 

Mr. Griffn: I would like to talk to you about 
this for about two minutes, if you would like to 
adjourn now. 

The Court: All right. 

Mr. Griffin: I would like to show a continuity, 
believe it or not, for the purpose of getting through. 

The Court: Ladies and Gentlemen of the Jury: 

We will adjourn now until tomorrow morning at 
10:00 o’cloek, and the Court calls vour attention to 
the admonition given on previous oceasions, and 
asks that you heed it on this occasion. 

(Whereupon, the Jury retired from the court 
room. ) 
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The Court: It is stipulated the Jury have tet 
the courtroom ? 

Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

Mr. Griffin: I assume, your Honor might think 
that was going afield. The point is different in re- 
gard to that item. What Mr. Taylor did—I make 
the statement now, and he can be prepared tomor- 
row, if you change your mind—the evidence in 
chief of the Government showed the Werner-Mur- 
phy indebtedness, and the interest connected with 
it. Werner-Murphy are the Basketball 

The Court: (Interposing) Yes. 

Mr. Griffin: Yes. Mr. Taylor did not enter tha 
note as an asset upon the books of the Alpine Dairy, 
but he did deduct it—deducted the five thousand 
portion of that item from the income of Alpine™ 
Dairy. He didn’t record it in the general ledger. 
It is just one of those items which he did with) 
figures whatever he saw fit,—now, in the absence of - 
the Jury,—in the [4421] manipulation of income” 
and expense. It goes to that kind of sloppy book- 
keeping, and I will use that term because I will! 
have it tomorrow when I reach that phase of this) 
matter with Mr. Kachlein. 

Now, it seems to me that that is material. It 18? 
one item that is direct. The documents are in evi- 
dence. The Werner-Murphy note is part of the 
Government’s case, and one of the items going into” 
unpaid income. 

Mr. Patten: Net worth. 

Mr. Griffin: Net worth. And I propose to show, | 
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if permitted, just how Mr. Taylor lackadaisically 
handled the matter. That is No. 1. 

No. 2: On the $500 check that you are holding 
in reserve, the trust check, I take it, the fact that 
Mr. Taylor took and cashed $500 in trust funds out 
of this trust account goes to his credibility, if noth- 
ing else. 

This $500 is one of $1500 missing from that ac- 
eount, ef which we were able to find only this $500 
eheeck. The other two checks, we could not find. 
It seems to me that that goes directly to credibility. 

Mies@onnt: On that matter, Mr. Griffm, if it 
were admitted, wouldn’t it introduce another issue? 
Wouldn’t they be in a position to go into that 
matter? 

Mr. Griffin: J would say that he could go into 
it [4422] and explain what he did with $500 in 
trust funds. 

The Court: Well, it seems to me, without know- 
ing, of course, what the circumstances are, that it 
is one of those matters that may add to an already 
heavily burdened 

Mr. Griffin: (Interposing) I appreciate that, but 
my position is this, in regard to that particular 
item, and it goes to the heart of this case: 

Tt seems to me, from the Jury’s standpoint, when 
we are through, that the trust and confidence that 
Mr. Forster placed in this man is evidenced in one 
item, by naming him as trustee of this trust, and 
where that trustee takes a trust check belonging to 
the trust, and deposits it to his personal account, 


it is very material. When that is discovered, if the 
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Court please, as to why—and it wasn’t discovered 
until after this accounting was had,—as to why 
Mr. Forster lost faith subsequent to April 21, 1949 
—1950—in Mr. Taylor. 

Mr. Taylor’s defense here has been an attack 
upon Mr. Kachlein throughout. 

The Court: J understand, and that is the basis 
upon which much of this testimony has come in. 

Mr. Griffin: And that is one of the things, per- 
haps, as much as anything else, because irrespective 
of what a Jury may think when we are through, 
Mr. Forster [4423] doesn’t understand very much 
what he has heard in this courtroom about the 
books, but he did understand that when a man takes 
$500 from a trust fund he has set up for his chil- 
dren, he has lost faith in that individual. 

That is those two items. 

I appreciate your Honor’s position in that mat- 
ter. I think on that one, it is very important. Mr. 
Taylor may have an explanation. I don’t know. 

Mr. Moriarty: The Government strongly objects 
to this item. 

The Court: Speaking of the check? 

Mr. Moriarty: On the check and the inference 
that follows, and it is after the Indictment period 
and similar acts wouldn’t have anything to do with 
this. It would be prejudicial to My. Taylor, and 
the Government is interested in protecting this 
record. 

The Court: I understand. I hope you are, Mr. 
Moriarty. In admitting a certain amount of this 
testimony on cross-examination, one basis for it has 
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been the attack on Mr. Iforster’s defense, and I 
think I have permitted a wide latitude, which I 
know Mr. LeSourd agrees with, the fact that there 
has been wide latitude. I do feel there has to be 
some limitation on the matter, and that is why I 
think the time has come where we have to sustaim 
objection to some of these individual items that 
possibly could come in on the same theory, but in- 
asmnuch as [4424] time is passing, and we have gone 
over a very—the books, I think, quite extensively, 
and all the transactions, I beheve that the Court is 
justified, and should restrict now any item other 
than those that might be very material and relevant 
to a particular defense, or issue, involved, and [I 
am inclined to adhere to both of my rulings. 


Mr. LeSourd: If the Court please, I have a mo- 
tion for mis-trial to make. Do you wish to hear it 
now, or in the morning? 

The Court: If you wish. 

Mr. LeSourd: It makes no difference. 

The Court: We might as well hear it now. 

Mr. LeSourd: Yes. The Defendant Taylor, your 
Honor, at this time moves for a mis-trial on the 
following several grounds: 

The first is that over our continuing objection 
Mr. Griffin was permitted to ask questions and elicit 
answers with regard to the Hans Forster trust, the 
taxes on which are not involved here, and particu- 
larly with regard to the asserted diversion of a $500 
check in 1950, and we feel that your Honor’s later 
caution to the jury, however proper, still does not 
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relieve the situation of its prejudicial effect so far 
as this defendant is concerned. [4425] 

A second ground for our motion is the fact that 
continually My. Griffin in his examination has 
brought out information from documents which 
were not admitted, and many of which were later 
not admitted, by his manner of questioning, which 
we think is highly improper and prejudicial, and 
is grounds for a mis-trial. 

Certainly, your Honor, it would be grounds for 
a mis-trial if done by the prosecuting official, and 
we feel Mr. Griffin is in the same shoes as far as 
this defendant is concerned, and many of the ques- 
tions which Mr. Griffin has asked, were highly prej- 
udicial, and hkewise grounds for a mis-trial if done 
by the prosecuting or district attorney, and I think 
the same situation exists here. 

And another ground is that this witness has been 
required to go far beyond his direct examination 1n 
answering questions about a myriad of matters that 
have nothing to do with the matters covered in the 
scope of his direct examination, and have nothing 
to do with the issues actually involved here in this 
case. 

The Court: Well, the Court will deny the mo- 
tion. 

As I have indicated, I realize that the scope per- 
mitted [4426] on cross-examination of this witness, 
has been broader than it might have been under 
other circumstances. I feel, in the nature of the 
ease, and the nature of the position of the parties, 
that the defense has made, and the charge as made 
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against the defendants, makes advisable and proper 
the evidence permitted. 

Considering other grounds, the Court likewise 
ealls attention to the fact that cross-examination of 
a witness on the stand, such as Mr. ‘Taylor, or any- 
one similarly situated, requires a rather exhaustive 


and unusual eross-examination to bring out. [4427] 
mee Oe OU Ot 


L. HICKS TAYLOR 
upon being recalled as a witness for and on behalf 
of the Defendant Taylor, and having been previ- 
ously duly sworn, testified as follows: 


Cross Hxamination—(Continued) 
Q. (By Mr. Griffin): Mr. Taylor, you prepared 

a balance shect, Issaquah Creamery, for November, 
1949, did you not? 
: Yes, as I recollect. 
And for December, 1949? 
Yes, as I recollect. 
And a year-end statement for the year 1949? 
Yes, as I recollect, that is true. 

Now, as I recall your testimony on the last 
“Saturday in January, 1950, you went out to Issa- 
quah Creamery as usual, at which time you pre- 
pared your work sheet for December; was that cor- 
| rect ? A. Yes. 
y) Q. November—the month of November, 1949, 
showed a loss of approximately ten thousand dol- 
lars, did it not? 
_ <A. I would like to see the sheet to pass on it, 


| please. 
: 


QP>OPop 
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Q. I am handing you Exhibit 259-A, and [the 
actual amount, $9,953.62; correct? [4436] 

A. Yes, it showed a loss of $9,953.62. 

Q. And the month of December, as you com= 
puted the matter, showed a profit of approximately 
twenty thousand dollars; is that correct? 

A. May I see the exhibit, please? 

@. Have you 

Mr. LeSourd: (Interposing) Well, just a mo- 
ment. Are you going to let him answer the ques- 
tion? 

Mr. Griffin: I am not asking for an answer now. 

Q. (By Mr. Griffin continuing): Have you— 
where, Mr. Taylor, would we find—you are asking 
for an exhibit—where would we find your work 
sheet for the month of December, 1949, if there 
was one? 

A. Apparently that is the sheet you have right 
there. 

Q. Well, Mr. Taylor, referring to Exhibit 259, 
Issaquah Creamery, this is what you call, is it not, 
and have testified to as the year-end statement, 
December 31, 1949? 

A. Yes; this is a work sheet that displays the 
closing figure and the final figure of the Issaquah 
Creamery for December 31, 1949. There were proh= 
ably typed reports made from this forwarded to 
Mr. Forster. [4437] 

Q. There isn’t anything on this sheet that you 
just requested, Exhibit 259, that shows either the 
profit or loss for the month of December, is there? 
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A. No; as I have testified continually, I did not 
make separate monthly statements. They were 
cumulative statements for the year to date. 

Q. Then my question, before your counsel inter- 
rupted me, was: Where, Mr. Taylor, would we find, 
if there was one, or did you make, a statement for 
the month of December, 1949 comparable to the 
one you made for November, 1949? 

A. They have—those two statements are similar 
in effect. One is accumulated through November, 
and the other is accumulated through December. 

Q. Correct, if so, but the November statement, 
as well as all of your monthly statements, carried 
either a profit or a loss for the month, didn’t they ? 

A. Sometimes I marked the previous profit and 
showed a profit for the month, yes. 

@. Was there any monthly statement that you 
‘submitted over all these years, Mr. Taylor, in which 
you did not show the profit or loss for that month ? 

A. It is possible that J did it in all of them. 
I don’t know. 

Q. Yes. [4438] 

A. I wouldn’t from recollection know for sure. 

Q. Mr. Taylor, in all the years that you pre- 
pared these statements, you have no recollection 
whether in your monthly statements you consist- 
ently showed either a profit or a loss; you have no 
recollection on it? 

A. I didn’t say I didn’t have a recollection. 

Q. Well, you have a recollection, then, that you 
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did, on each monthly statement, show the profit and 
loss ? 

A. As far as I know, from recollection I dict if 
each month. I didnitesay Iadidnitiwlo at, 

@. All right; now, have you any recollection 
whether you made a monthly statement for De- 
ecember, 1949? 

A. J don’t have a recollection of it, because it 
was the close of the year, and I don’t believe it 
was necessary. I may have, and I may not. I amy 
not sure. 

Q. Have you any recollection as to what amount 
was either profit or loss in the month of December, 
1949? 

A. I recollect that I testified that the difference 
in the figures was somewhere near $25,000, if I re- 
member right, loss. 

Q. $25,000; $25,000 loss in December? 

A. I£I recollect correctly, yes. 

Q. You heard Mr. Forster’s testimony, did you, 
that your figures showed a profit of $20,000 in De- 
eember? [4439] 

A. I heard him testify to that, yes. 

Q. And that he said to you there could not be’ 
a profit in December considering the loss in No- 
vember; did he so state to you? 

A. No, that was not in discussing that matter! 
as I remember it. 

Q. All right; now, as I understand your teste 
mony in presenting, or, rather, in discussing 

Mr. Griffin: Strike that, if you will. 
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Q. (By Mr. Griffin continuing): On this last 
Saturday in January of 1950, you would have be- 
fore you, if I understand your testimony, your work 
sheet, perhaps, for November 30, 19497 

A. That is possible, yes. 

Q. Mr.—you would have submitted to Mr. For- 
ster the typewritten report for November, 1949? 

That would have been submitted sometime—as IL 
understand—in December, is that correct? 

A. Yes, as near as I can remember. 

Q. Exhibit 259, you would make up on this last 
Saturday in January out at Issaquah? 

A. Yes, that is correct. 

Q. And, of course, Mr. Forster would have no 
figures as to this year-end statement, or December 
statement, except as you advised him what [4440] 
your analysis was? A. That is correct. 

Q. All right; so, as I understand your testimony, 
you advised him that—or, what did you tell him it 
looked like the profit was going to be for the year? 

A. As I remember it, it was around $100,000. 

Q. And that was after you carried a loss in No- 
vember of $9,953.62 and $25,000 in December, is 
that right? 

A. Well, the twenty-five is just a recollection. 

Q. I understand that. 

A. Yes, that is correct. 

Q. And Mr. Forster said that that profit was 
impossible, is that correct? 

A. As I remember, that was his remark, ves. 

Q. That it was not in the cards to make that 
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much money? A. Yes, that’ istrive 

Q. That the sales for the year 1949 were ap- 
proximately the same as the sales for the year 
1948? 

A. No, I am not sure that that was discussed. 

Q. And he said that the costs of operation were 
approximately the same in 1949 as in 1948? 

A. It is possible that it was discussed, but I do 
not remember that part of it. [4441] 

©. And he said to you that there must be a mis- 
take somewhere? 

A. That is correct. He made that statement. 

@. And you assured him there was not? 

A. J assured him that those figures agreed with 
my ledger. 

@. And he said that he guessed he would have 
to get another accountant to check it, didn’t he? 

A. Not exactly that way. He said he thought he 
would get another accountant to check it. 

Q. All right; he was very definite that there was 
something wrong with vour bookkeeping at that 
point, wasn’t he? 

A. Not my bookkeeping. He said, with the 
profit. 

Q. And you said that you would check it, didn’t 
you? A. I did not. 

Q. Did vou check it? A, MEd nok 

Q. Didn’t vou testify that you went back to your 
office and vou compared the 1948 sales with the 1949 
sales? A. Yes, in March. 

Q. And vou found—that is what IT am talking 
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about—what you did—and you found that the dif- 
ference [4442] —that there was two million three 
hundred and some odd thousand sales in one year, 
and two million another, and they were compara- 
ble? A. Yes, I testified I did that in March. 

Q. And that your statement—or, you examined 
the income tax returns, didn’t you, for 1948, or 
whatever you had to examine to ascertain what the 
net income was? 

A. Yes, because it is necessary to have the pre- 
vious year’s tax return in front of you when you 
are making out the current year’s tax return. 

Q. And vou found that the sales were the same 
and the cost approximately the same, and that your 
figures, at least, showed almost 100 per cent more 
profit in 1949 than in 1948, didn’t you? 

A. The first caleulation would have shown that, 
yes. 

Q. That is what T am referring to. The caleu- 
Jation that you calculated on this last Saturday in 
January out at Issaquah ? 

A. Yes, I will agtee with you. 

Q. Well, with the sales approximately the same, 
gross sales, and the cost of doing business approxi- 
mately the same in the two years, were you at all 
‘disturbed about 100 per cent difference in net in- 
come according to the calculations for the year 
1948, or 1949? [4443] 

A. It did not disturb me, no. 

@. Well, you were quite tax conscious, were you 
not, Mr. Tavior, in January, February and March 
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of 1950? A. Yes, most accountants are. 

Q. You were particularly, weren’t you? 

A. Possibly at that time. 

Q. Yes, and you were not then at all concerned 
with either Mr. Forster’s complaint that a mistake 
had been made some place, and that at his sugges- 
tion, he would get another accountant, in effect, to 
find it if you didn’t? AY. Herdidntt 

Q. No, he didn’t get another accountant, did he? 

A. No. 

Q. After going over the 1948 statement, as you 
retained it in your office, after you came back from 
Issaquah and in comparing it with your ealcula- 
tion that you made of $101,000 of profit, you called 
Mv. Erickson and told him to make at least a $50,- 
000 change in either receivables or payables; didn’t 
you? A. That is not true. 

Q. Now, handing you Exhibit 259, that shows 
upon its face alterations, changes, of material fig- 
ures, from the original, doesn’t it? [4444] 

What isorrece 

Who made those changes? 

Nobody but me. 

When did you make them? 

Sometime in March of 1950. 

And, as I understand your testimony, you 
examined no record, book or document at this time 
or immediately preceding the making, your chang- 
ing these figures upon your work sheet? 

A. Those figures were changed from figures pre- 
sented to me. 


~~ ore. 
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| Q. My question is: 

That you made no investigation, check, or any- 
thing else, of any book, document or record, of the 
Issaquah Creamery Company, at the time and im- 
mediately preceding your making those changes of 
figures, did you, Mr. Taylor? 

A. No, I did not. 

/ . And you were using and intended to use Ex- 

| hibit 259 and the figures shown thereon for income 
tax purposes for the year 1949 in making the Issa- 
quah Creamery Company return, weren’t you? 

A. Yes, I made it, and Myr. Forster approved it. 
| Q. You testified, as I understand, that you 
talked to My. Erickson and Mr. Erickson gave you 
a figure; is [4445] that correct? in dees. 
 Q. Do you recall what figure he gave you? 

' A. If you will show me the exhibit, I will read 
them to you. 

Q. First, will you state the figure that you used 
on the last Saturday in January, 1950, and then 
give the change that you wrote in this exhibit 259? 

(Whereupon, there was a brief pause.) 

The Witness: I wish T could have that question 
again. I was ealeulating. 

The Court: Mr. Griffin, do you want to restate 

it? 
— Q. (By Mr. Griffin continuing): Will you first 
read the figure you used in January, the last Satur- 
‘day in January, 1950, My. Taylor, and then the 
changed figure that you inserted in 259? 

A. From the best of my recollection, there might 
have been a slight difference of some kind in this 


; 
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figure, but to calculate it now, the net profit would 
have shown $101,304.24. 

Q. What figure—what figures and what items 
did you change in 259; will you advise the Jury? 

A. ‘The application of an exact amount of [4446] 
change was $51,578.76. 

Q. In what account was that, the milk purchase 
account ? 

A. That was in the accounts payable account. 


(. In the accounts payable? A. Yes. 
@. Did you in anywise analyze that accounts 
payable ? A. I did not. 


Q. Did Mr. Erickson advise you what to change 
that account to on your books? 

A. Accounts payable, yes. 

Q. Without any—just a lump sum accounts pay- 
able, and no analysis or advice from Erickson, just 
$51,578.76 accounts payable? 

A. That is correct. 

@. You had no knowledge of what the accounts 
payable were and did not investigate? 

A. I did not. That was Mr. Erickson’s and Mr. 
Forster’s responsibility. 

Q. I think you said that Mr. Erickson also 
pointed out another error in your computation, is 
that correct ? A. It is possible, yes. 

Ts that a ten thousand dollar item? [4447] 
It is possible that that was it. 

It was, wasn’t it? 

TI do not remember just exactly. 

What was the item itself? 
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A. Jf I remember rightly, it was an inventory 
item. 

Q. An inventory item; what did you—now, do I 
understand that you ernmewe your figures on Eix- 
hibit 259 accounts payable by 51,000 and some odd 
| dollars ? A. That is the exact change. 

Q. Will you show that to me on here, please? 

;. Here is the amount, right here (indicating). 

* . This is—do I understand al originally you 
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had accounts payable $156,649.85 ? 
| A. I believe that includes the 51, IT am not sure. 
| Q. To the right of that column, you have en- 
“ter ed, and this is your own handwriting, is it not? 
| A. Correct. 

-& $51,578.76 ? A. Yes. 

4 And instead of surplus $55,436.54, you have 
written to the left, or to the right, under the fifty- 
one thousand dollars, ten thousand dollars, is that 
correct? 

A. No, that is not correct. The ten thousand 
dollars [4448] was written opposite the account 
milk drafts. 

Q. Oh, over here. I see. The two figures them- 
Selves manifestly you have changed, there was some 
figure before the fifty-five thousand ? 

A. It is my recollection that there was, yes. 
| Q. What was it? A. That I don’t know. 
| Q. But, opposite the fifty-five thousand, under 
}milk drafts, and underneath the fifty-one thousand, 

you wrote in ten thousand dollars? 

A. That was for my information, yes. 


} 


2164 Hans Forster vs. 


(Testimony of L. Hicks Taylor.) 

Q. And where did you get the information ia 
regard to that ten thousand dollars? 

A. Mr. Erickson gave me those figures. 

Q. He gave you ten thousand dollars? 

A. oes. 

Q. And then, after taxes payable, originally 
eight hundred sixty-eight dollars and ninety-eight 
cents, you have written in $19,703.—wait a minute. 
What has confused me, Mr. Taylor, some apply to 
this line and some to this one. This is all under the 
heading of Expenses, is it not, rather than taxes? 

A. No, that is not. That is evidently in working 
out something I have accumulated some figures and 
wrote the amount there. I don’t know what they 
comprise. [4449] 

Q. And the amount is $197,039.06? 

A. Yes. It is meaningless as far as this state- 
ment is concerned. 

Q. What was the original inventory upon this 
statement ? A. $12,978.90. 

@. You have written in—you have changed that 
figure, the figure “1” on the twelve thousand to a 
“oO” 318 that. cormect? A. That is correct. 

Q. And, in the column where you were making 
these changes, you wrote in $32,978.90, is that right? 

A. That is a figure written there, but it is not 
the inventory used. 

Q. What inventory was used? 

A. $22,978.90. 

@. And you have another figure here, $230- 
675.32 written in; what was that figure? 


ee — 
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A. From glancing at it, I would say that that 
was an accumulation of some of these figures into 
one for the tax return, or for some other purpose. 
It is meaningless so far as this statement was 
eoncerned. 

Q. Mr. Taylor, the changes that you made of the 
Hxhibit 259, considering how you handled it, ac- 
tually made a reduction in income not of $51,578.76, 
but of [4450] approximately seventy thousand dol- 
lars, didn’t it? 

m. No, thatis not true. 

Q. Well, bills payable was one item, $51,578.76, 
isn’t it? A. Correct. 

Q. Inventory $10,000? A. Increase. 

@. What does that do? 

A. That reduces $51,000 to $41,000. 

Q. Where did you bring it back? 

A. Inventory was increased ten thousand dol- 


Q. Inventory increased ten thousand dollars; 
you say, reduces this item from fifty-one to forty- 
one? ne Yes. 

Q. All right; what did you—what else did you 
do in the shifting of figures to change the amount 
of income, net? 

A. Drafts payable were increased ten thousand 
fo bring back this $51,578.76. 

Q. There couldn’t be any—if there was a certain 
amount of drafts payable, there couldn't be ten 
thousand dollars more or less, could there ? 
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A. This exhibit displays that there was ten thou- 
sand more. [4451] 

@. Where did you get that information? 

A. Mr. Erickson. 

Q. All right; you talked to Mr. Erickson then 
about drafts payable, did you, on this occasion? 

A. Talked about it? 

Q. Yes. 

A. He gave me an amount to add. 

«). He gave you an inventory figure, didn’t he? 

A. Correct. 

Q. You increased that inventory figure by ten 
thousand dollars, didn’t you? 

A. Iodide. 

Q. I thought you said inventory was increased? 

A. I inereased it by the figure given me. 

Q. When you first entered the inventory, you 
had no inventory figure? 

A. Yes, J had an inventory figure. 

Q. All right; what was it? 


A. $12,978.90. 

@. And you—then Mr. Erickson gave you a 
uew figure? A. Correct. 

Q. Was that on the telephone? 

A. No, it was not on the telephone. 

@. When did he give you a new figure? [4452] 

A. In March, 1950. 

@. In March, 1950? A. Yes. 

@. And when did he give you the figure fifty- 


one thousand something ? 
A. The very same day. 


ee —— 
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Q. The same day? 

A. The same time. 

Q. And when did he give you a new figure on 
drafts payable? A. That very same time. 

Q. That very same time? A. Yes. 

Q. All three at the same time? 

A. ‘That is correct. 

Q. And, as you have said, you checked none of 
those or analyzed none of them? 

A. I did not. 

@. You knew absolutely nothing about them 
except as he gave them to you, is that right? 

A. Because it was not part of my assignment. 

Q. My question is: 

You knew absolutely nothing about them except 
as he gave them to you? 

A. My. Forster and Mr. Erickson I understand 
checked them out. [4453] 

Mr. Griffin: May the question be read, if the 
Court please? 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

A. (Continuing) I accepted them that way, yes. 

Q. (By Mv. Griffin): Did you examine Mr. Erick- 
son’s sales analysis sheets 

A. (Interposing) I did not. 

Q. (Continuing) on these items? 

A. I did not. 

Q. You knew that these changed figures that 
you were using affected income and income tax of 
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the Issaquah Creamery Company for the year 1949, 
didn’t you? 

A. Yes, they affected it. 

Q. And you knew that they affected it very ma- 
terially by decreasing, at least, that tax, by fifty 
per cent? 

A. That would be the approximate, yes. 

Q. And notwithstanding that this was March, 
1950, you didn’t do a thing about it, as I under- 
stand your testimony, except to make the change on 
that sheet in March, 1950; is that right, and pre- 
pared the tax [4454] returns, Mr. Taylor, accord- 
ingly? A. That is correct. 

Q. And you called Mr. Forster down by tele- 
phone, you said, and told him the amount of check 
to bring in and to sign the return? 

A. That I don’t recollect exactly. 

Q. You recall so testifying? 

A. He came to my office to sign the tax return. 

Q. Did you ’phone him the amount of the check 
to bring in and to sign the return? 

A. Qh, it is possible that I did. 

Q. And you explained to him at that time these 
changes that you had made? 

A. That is correct. 

Q. And told him that he and Erickson would 
have to be responsible for it? 

A. Would have to substantiate the changes, yes. 

Q. What do you mean by that, Mr. Taylor? 

A. Well, I meant that I had changed my ledger, 
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and it would probably be noticed by anyone ex- 
lamining it. 
Q@. And you knew that you would not be here to 
| earry on the work at that time, didn’t you? 
A. hat I did not know particularly. 

Q. So, you did make the changes in your ledger, 
did you, Mr. Taylor? [4455] 

A. As far as I remember, yes. 

Mr. Griffin: May I see 271, please? 

Mr. Brody: Here it is Gindicating). 

(Whereupon, exhibit was handed to Mr. 
Griffin by Mr. Brody.) 

Q. (By Mr. Griffin): Now, Ma. Taylor, you tes- 
tified twice this morning on my examination that 
on this fifty-one thousand dollar accounts payable, 
you didn’t analyze it, and you didn’t know anything 
bout it except as a figure given you by Mr. Erick- 
Son ; is that still correct? A. Yes. 

Q. Then, why, Mr. Taylor, on your ledger, did 
you divide that fifty-one thousand dollars between 
‘certain items of accounts payable? 
| A. May I look at the ledger? 
— Q. Do you recall whether you did or not? 

A. No. 

Q. And, if you did, it was for the purpose of 
concealing it, wasn’t it? 

Mr. LeSourd: Object to the form of the question. 

The Court: Objection sustained. 
| Q. (By Mr. Griffin continuing): Will vou look 
at your ledger, [4456] 271, and read to the jury 
| What you did on your ledger with these items of 
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which you knew absolutely nothing except as given 
to you? 

A. The ledger account of December 31 was 
posted $98,616.29. 

Q. To what account did you change on your 
ledger and make the entry in your handwriting of 
this fifty-one thousand dollars? 

A. I didn’t make it as a separate entry. 

Q. No, but you knew nothing about it, and what 
did you do? Tell the Jury what you did from your 
ledger with it. 

A. What do you mean, what I did with my 
ledger with it? 

Q. How did you enter the $51,000 in your 
ledger ? 

A. It is entered in an accumulation of $98,- 
616.29. 

Q. You entered a portion of it to butter pur- 
chases, didn’t you? A. Yes. 

@. You charged in your ledger that $51,000 item 
as follows, did you not, sir: 

You charged milk purchases, $5,000? 

A. So it appears, yes. 

Q. In your own handwriting? [4457] 

A. Sure. 

Q. You charged butter purchases, $41,578.76, 
didn’t vou? 

A. There isn’t anything that displays that here. 

Q. What did you charge to butter? 

A. I don’t know. I can’t tell. 

Q. You can’t tell from your ledger? 
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A. J can’t tell how it was distributed. 
Q. And you charged ten thousand dollars of it 


to miscellaneous, didn’t you? 


A. That J cannot tell you. There are a number 
of items here that have been changed. Possibly 
some from some other source. 

Q. You can’t analyze your own ledger, is that 
the situation, sir? A. The facets are here. 

Q. All right; what were the facts in your 

Mr. Griffin: Strike that. 

Q. (By Mr. Griffin continuing): I think, Mr. 
Taylor, that you testified that you held the ledger 
open until Mr. Erickson could check back to see if 
there were any errors, is that correct? 

A. I told Mr. Forster and My. Erickson that I 
would hold the ledger open until they checked out 
to see if there was any error. [4458] 

Q. As a matter of fact, you didn’t hold the 
ledger open because your ledger on its face shows 
that you recall the original figures that you had in 


_ the ledger, didn’t you? 


A. Yes, I so testified, that I changed the ledger 
to fit the charges. 

Q. So that it wasn’t held open; you had already 
made the entries, hadn’t you, before you got the 
new figures? 

heeeNioli-did not. I held the ledger open. The 
adjustments were made in March, 1950. 

Q. Mr. Taylor, do I understand now, dealing 
with your ledger, Exhibit 271, for the month of 
December, 1949, you cannot find, tell, or analyze 
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how you handled this fifty-one thousand some odd 
dollar item upon your ledger? 

A. Not without some added work papers. 

Q. What work papers did you have, or is there, 
other than Exhibit 259 in connection with this 
matter? 

A. There were about six or seven cartons of 
work papers, and apparently they have been pulled 
apart to somebody’s satisfaction. 

Q. My question, Mr. Taylor, is: 

What work papers did you make out in connec- 
tion with the matter we are discussing other than 
Exhibit 2597 [4459 | 

A. There would have been attached to this in 
the file—you see, this is perforated—there was 
probably a lot of papers with that in a jacket. 

@. Did you make out any work sheet, Mr. Tay- 
lor, showing these changes that you entered in the 
ledger? 

A. JI just—yes, I just testified that those con- 
tain all, but figured if I had the work sheet—— 

Q. (Interposing) As a matter of fact, you made 
the changes, Mr. Taylor, on Exhibit 259 in your own 
handwriting, didn’t you? 

A. For this particular purpose, Mr. Griffin, that 
is exactly what I did. 

Q. Well, 259, and your ledger for the month of 
December—this is your work sheet, 259, with the 
changes on it in your own handwriting, isn’t it? 

A. Mes. 

@. All might, now 
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A. (interposing) My. Griffin, I would lke to 
finish this point. 

Q. Certainly. 

A. This book has a complete trial balance on it. 
The expense contro]. There is a work sheet that 
shows every item in there, and the adjustments 
made, if you will produce them from the files that 
I turned over. 

Q@. Handing you Exhibit 287, Mr. Taylor, I will 
ask [4460] you if that is the jacket from out of 
which came Exhibit 259? 

A. That is correct. 

Q. Now, will you take that jacket, Mr. Taylor, 
and advise the Jury what you did, to what accounts 
in your ledger you charged this item of, first, $51,- 
5718.76 2 

A. Mr. Griffin, this jacket is just ike everything 
else you have presented me. It is partial in every 
respect. These things are never presented to me in 
their entirety. This is up to October, 1948, and 
many sheets have been taken out of this. 

Q. ‘There is nothing in the jacket, then, out of 
which this exhibit was taken ? 

A. That exlibit did come ont of this jacket. 

Q. I say, there is nothing in the jacket then, 
Exhibit 287, that in anywise helps you to determine 
what you did in the ledger with the fifty-one thou- 
sand ? 

A. No, apparently the cnly paper that you were 
interested in was this. 

@. Now, Mr. Taylor, while you cannot, vou say, 
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determine what you did with that fifty-one thou- 
sand on the ledger, does it occur to you that an 
accountant examining your work can determine 
what you did with it? 

A. My. Griffin, I am going to answer that by 
“ves”, [4461] 

Q. All right. 

A. (Continuing) My files were placed in shape 
that any accountant who has had more than a 
couple of years’ experience could have picked up 
those work sheets and gone through these ledgers. 

Q. Now, you have testified that of this item, you 
have charged to milk purchases, $5,000, you were 
able to get that from your ledger and work sheet, 
were you? 

A. I was assuming that that charge was there, 
yes, from the looks of the account. 

@. I will ask you if you did not change over 
this item to the butter account, $41,578.76 ? 

I cannot tell. 

And ten thousand dollars to “Miscellaneous” ? 
That I cannot tell. 

Would you say that you did not? 

\. I don’t know. 

Mr. Griffin: Mr. Moriarty suggested a recess. 

The Court: Ladies and Gentlemen of the Jury: 
We will take the mid-morning recess, and the Court 
ealls you attention to the admonition given you on 
sinilar occasions and asks that you heed it on this 
occasion. 

You may now be excused. 


>O>O> 


United States of America 2175 


(Testimony of L. Hicks Taylor.) 

(Whereupon, the Jury retired from the court 
room.) [4462] 

(Whereupon, at 10:53 o’clock a.m. a recess 
was had in the within-entitled and numbered 
cause until 11:07 o’clock, a.m., April 22, 1954, 
at which time, counsel and defendants hereto- 
fore noted being present, the following pro- 
ceedings were had, to-wit:) 

The Court: You may eall the Jury. 

(Whereupon, the Jury was returned to the 
court room.) 

The Court: You may be seated. 

It is stipulated that the Jury and all Defendants 
are present in the court room? 

Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

Q. (By My. Griffin): Myr. Taylor, is Plaintiff’s 
Exhibit 213 the journal of Mr. Enckson for the 
month of November, journal kept by Mr. Erickson, 
months of November and December, 1949, Issaquah 
Creamery Company, from which you made your 
entries into the ledger? 

A. This looks lke the same one, yes. 

Q. You find an entry, do you, November, 1949, 
Consolidated Dairy, $51,578.76 ? 

A. Yes, it appears here. 

Q. And does it appear again in December? 
ing for it. 

Q. Well, isn’t that the book that you made your 

A. I haven’t examined this book so I am look- 
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entries from, month by month, when you went out 
to Issaquah? 

A. Yes; yes, that is true, but the figures you 
were referring to were given to me in March. 

Q. 1950? A. That is right. 

Q. Would there be any purpose if he gave you 
a figure of $51,000 for you to divide that up be- 
tween certain accounts of which you knew nothing ? 

A. I didn’t divide it up. 

Q. I didn’t ask you that. There wouldn’t be any 
reason to, would there ? A. No. 

Q. The item was given to you as fifty-one thou- 
sand some odd dollars, milk purchases, accounts 
payable, is that right? A. Yes. 

Q. And that is where it should go on your ledger, 
fifty-one thousand in the milk purchases, is that 
right? 

Mr. LeSourd: Just a moment. Accounts payable. 

Q. (By Mr. Griffin continuing): All right, ae- 
counts payable. 

A. Yes, it was accounts payable. 

Q. Accounts payable, or milk purchases, that is 
the way it was given to you, wasn’t 1t? 

A. I don’t recollect just how it was described. 

Q. Mr. Taylor, what—will you tell the Jury 
what, you personally, of your own knowledge and 
limited to that, called for complaint on your part 
against George Kachlein ? 

A. Mr. George Kachlein was employed by me in 
1948 to assist me in a tax matter and performed 
for me in this tax controversy with the Internal 
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Revenue and contacted Mr. Marx and Mr. Me- 
Carthy in October of 1949 and informed me that 
my case was hopeless and that I had committed 
a fraud and was an accountant and would not have 
very much defense and suggested that I could prob- 
ably, by pleading guilty, get off for five to seven 
months. 

Mareh 2, 1950, he came to my house and took me 
to ‘Tacoma and advised me that pleading guilty was 
best and less publicity, and I did plead guilty. On 
April—at his instigation—on Apri] 25th IJ was 
sentenced to McNeil Island. 

(Whereupon, the witness wept.) 

The Court: Do you wish a recess, Mr. Taylor? 

The Witness: No, that is not necessary. Just let 
me get back my composure. 

A. (Continuing) Why, Mr. Kachlein served as 
my attorney, attempted in a lackadaisical way to 
try to file a protest on my tax hahility, and sent 
that to the Island. I signed it and sent it back and 
it had no particular effect. 

As I remember in June he prepared a codicil to 
my will and sent it to me. 

As I remember in July he had me removed as 
the Trustee of the Forster Trust. 

When,—in September, the 6th day of September 
Mr. Marx and Mr. Eppler and Mrs. Stokie came 
to the Island to see me on the Forster case and Mr. 
Eppler informed me that the accountants Touche, 
Niven, Bailey and Smart, that had been hired by 
Mr. Kachlein, had reported that there was approni- 
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mately one million dollars of unreported income. 

Mr. Eppler asked me if I had a statement to 
make and I told him that I could not because I did 
not have legal counsel and he asked me who my 
legal counsel was, and I said, ‘‘Mr. Kachlein,” and 
Myr. Eppler said, “Oh,’’ as I remember it. 

T immediately got up and left the room to [4466] 
their—I am afraid they were a little bit disturbed 
about it. I maybe was a little abrupt, but I was so 
perplexed and surprised at such a statement that I 
didn’t know what to think. 

I returned from the Island on September 10th. 
We, my wife met me and we had an appointment 
with Mr. Kachlein on the 13th, on Wednesday 
morning. 

Tuesday before, I believe, Mr. Eppler and Mr. 
Marx tried to contact me at my office. I did not go 
to my office at the time. We went to Mr. Kachlein’s 
office on the morning of the 13th. Mr. Kachlein was 
very strong in his statement that he did not want 
me to make a statement to the Internal Revenue 
Agents and to stay out of the way and to get out 
of town as soon as possible. My wife and I had 
definite plans for a short vacation, a thirty day trip, 
and in fact I even moved my car out of my garage 
so that the Agents would not know that I was home 
so that I would not be disturbed by them. 

On the 14th, morning of the 14th, or afternoon, 
I won’t say which for sure, I think it was after- 
noon, a Marshal’s car drove in to my driveway. 
I knew then that I was quite sure that Mr. Marx 
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and Mr. Kppler were making an effort to contact 
me. IF went to the basement and I kept out of sight 
and I [4467] euess the door bell was not very loud 
because our lady that works with us was running 
the vacuum cleaner and apparently no one answered 
the door. 

T had an appointment to go and talk to my sister 
who lives in another end of town and I went up 
the street and got my car and drove up there. Mr. 
Marx and Mr. Eppler, I believe, had just left when 
I left my sister’s home—when I got there—by just 
a few minutes. 

My wife and I stayed out of sight and we left 
very early the next morning and were gone until 
the 25th of October. All this time Mr. Kachlein 
was representing me as, J thought and definitely 
thought as my attorney. I contacted him and made 
an appointment with him on the, if my recollection 
is correct on the 27th day of October, 1950, at which 
time he informed me owing to the eireumstances 
that it would be—he would be in the position that 
he would have to either release me from his repre- 
sentation, or release Mr. Forster. My release was 
eranted that day. I employed Mr. LeSourd to rep- 
resent mie 

But, going back into this story a little further, 
one of the most important things that I think every- 
body should know, I had three men associated with 
me. [4468] I left them in charge of my office, dis- 
tributed the business as best I could to the various 
ones. [I left them a bank account to run. It had 
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$3800.00 in it to operate with. These men were un- 
der agreement to me to draw two-thirds of their 
compensation and leave one-third in the bank ae- 
count to cover expenses and possibly a dollar or 
two for me. Those two men, or three men, appar- 
ently were satisfied with the agreement but some 
time in May two of them went down to Mr. Kach- 
lein’s office and wanted to know what to do with 
the fees collected in my little business. Mr. Kach- 
lein said that I was out of business, completely 
out of business, and that I would never practice 
again, and that I had made a lot of trouble for @ 
lot of people and gave them a 

Q. (By Mr. Griffin): Myr. Taylor, I asked you 
of your own knowledge. I haven’t interrupted you. 
You were not there. I want to limit this question, 
and you can answer as you see fit, to what you know 
personally, not what somebody told you. 

A. I apologize if I am out of order, Mr. Griffin. 

The net result of this memorandum letter was 
that the accountants should take all the fees and 
settle with me on my return. These accountants 
paid [4469] the expenses of my office and telephone, 
tax services, and various other things out of my 
$3800.00 and to this date I still have paid that bill. 
One of the men did eventually make a settlement of 
his account with me and that is the net result of the 
many things that happened that Mr. Kachlein 
mixed himself up in and put me out on a limb m 
many ways. 

In another occasion that came wp I had letters 
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to the Island wanting to know what my brother was 
doing and I wrote back and told him to get in 
touch with Mr. Kachlein before he did anything, 
and then they ceased their operation. 

Various things that were not very ethical in my 
observation of the situation. 

Q. You consider yourself a pretty good judge 
of ethies, don’t you, Mr. Taylor? 

we Yes, I think I do. 

Q. Now, your first contact with Mr. Kachlein 
was in December, 1945, wasn’t it? 

A. Not relative to my own ease. 

Q. My question was: Your first contact with Mr. 
Kachlein was in December, 1946, when you called 
with reference to the formation of a family part- 
nership matter? 

A. I believe that I took him the account [4470] 
of the Pioneer Fruit Company at that time. 

Q. The Pioneer Fruit Company; you were the 
accountant for that company, Mr. Taylor? 

A. I was. 

Q. And that company became involved with the 
tax authorities for the Federal Government, didn’t 
it? 

Mr. LeSourd: Objected to, vour Honor, as com- 
pletely irrelevant to the ease. 

The Court: Objection sustained. 

Mr. Griffin: Tf the Court please, T am going, if 
I may, to the acquaintanceship of Mr. Kachlein, 
not lnnted to this matter but to two others only, 
and very briefly that they became involved and 
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through that Mr. Kachlein learned how Mr. Taylor 
was operating. That is the purpose—as a_back- 
ground for the statement that Mr. Kachlein made, 
both in defense of Mr. Taylor and Mr. Forster 
said 

The Court: (Interposing) I might overrule the 
objection if it is limited to this one question. 

My. Griffin: Thank you. 

Q. (By Mr. Griffin continuing): They became 
involved in tax liability with the taxing authorities, 
Federal, [4471] didn’t they? 

Mr. LeSourd: Your Honor, may it be under- 
stood our objection continues to any testimony with 
regard to other concerns? 


My. Moriarty: The Government joins in the ob- 
jection to this line of testimony, that it is not 
proper cross examination. 

The Court: I stated that the one question may 
be admissible. I will overrule the objection and if 
the matter continues Counsel may make objection 
if they feel it is objectionable. 

You may proceed. 


A. No, not involved. The question was 

Q. (By My. Griffin): Now, Mr. Taylor 

Mr. LeSourd: Let him explain. 

Mr. Griffin: I have no objection but was just 
trying to comply with the Court’s ruling. I have no 
objection at all. 


The Court: You may proceed. 
A. (Continuing) Not involved. It was a question 
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of a family partnership relationship because one of 
the partners had been ealled into the Service. 

Q. (By Mr. Griffin): That was the matter re- 
quiring eventually [4472] the services of Mr. Kach- 
lein, wasn’t it? 

A. I took them to Mr. Kachlein, yes. 

Q@. And you continued to be the accountant? 

A. Yes. 

Q. Then you took Mr. Kachlein the matter of 
the business of a certain doctor here in Seattle who 
was also involved in a family partnership that you 
had organized, didn’t you, Mr. Taylor? 

Mr. LeSourd: Same objection. 

Mr. Griffin: I will not mention the name unless 
necessary. 

The Court: Objection overruled. 

A. No, I did not frame that family partnership. 
I was merely their accountant. 

Q. (By Mr. Griffin): And you referred that 
matter to Mr. Kachlein ? ie Tedid. 

Q. And that situation involved a period from 
around 1947 to 1952, controversy with the taxing 
authorities, Federal, didn’t it? 

A. Yes, and I believe Mr. Kachlein was paid 
for his services. 

Q. There was another corporation involved, in 
dissolution, in that connection, wasn’t there? [4473] 

Mr. LeSourd: Same objection, your Honor. 

Mr. Moriarty: The Government also objects, if 
your Honor please. 

The Court: Objection overruled. 
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A. I don’t recollect. 

Q. (By My. Griffin): Columbia Packing Com- 
pany, Mr. Taylor; a partnership rather than a -or- 
poration, pardon me? 

A. Well, Mr. Griffin, I took that account to Mr. 
Kachlein, yes, with my confidence in Mr. Kachlein. 

Q. Certainly; so that prior to your contacting 
Mr. Kachlein in 1948 he had had association with 
you in these various matters, and your accounting 
practices, which involved matters with the Govern- 
ment and you were well acquainted with each other 
in that particular, is that correct? 

A. I certainly agree to that, yes. 

Q. And it was because you had confidence in 
the manner in which he handled these other matters 
that on or about July 30, 1948, you contacted him 
in your own matter of income tax evasion, didn’t 
you? A. Somewhere around that date, yes. 

@. You advised Mr. Kachlein at that time that 
the [4474] Agents had contacted you and you 
needed help, didn’t you? 

A. I didn’t state that I needed help. I asked 
his advice. 

Q. That is, you asked his advice as to whether 
you could file an amended return, didn’t you? 

A. I had prepared an amended return showing 
differences of what I owed, yes. 

Q. You advised him that your bank accounts 
did not balance with your books, didn’t you? 

A. I don’t believe we had any books. 
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Q. You didn’t have any hooks; you had what you 
ealled—you didn’t have a ledger, did you? 

ee No, didnot. 

Q. You had what you called a journal, or book 
of entry, didn’t you? 

A. No, I had a time book. 

Q. A time book; your accounting system for 
yourself was not at all complicated was it, Mr. 
Taylor? 

A. Well, if I had of kept it up it wouldn’t have 
heen, I expect, but it would have taken a lot of time. 

Q. So, you didn’t keep it up, did you? 

A. I am afraid I didn’t. [4475] 

Q. And you advised Mr. Kachlein that you just 
guessed as to the amount of your income, didn’t 
you? 

A. Well, to some extent that 1s probably true. 

@. You advised him that the bad situation was 
this, did you not: 

That you had deposit slips for your actual de- 
posits in the bank of income received? 

A. That is true. 

Q. And that vou had checked the matter, upon 
this eall, and you were about fifty thousand dollars 
Shurt in paying income tax, didn’t you, of your 
own? 

A. When you say fifty thousand dollars, are 
you referring—in how many years? 

Q. In,—in the vears of your eventual Indictment 
period. 

A. 1942 through 1948, it is possible that my in- 
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come was fifty thousand unreported, I do not re- 
member. 

Q. I didn’t say income unreported, Mr. Taylor. 

A. That is what I said. 

Q. I said income tax unpaid. 

A. No, that is not true. 

Q. You advised him that as you checked [4476] 
this matter after the call from the Revenue Agents 
that you found you had been returning, or with- 
holding, about forty per cent of your income from 
your tax returns for each year, didn’t you? 

A. No, I made no such statement. 

Q. Anyway, Mr. Kachlein conferred with the 
Agents investigating to see if it would be all right 
for you to file an amended return and make an 
honest report, didn’t he? 

A. That is what he said he was doing. I don’t 
know if he did or not. 

Q. And he advised you that the Agents said they 
were going to proceed with their investigation no 
matter what you did? 

A. Mr. McCarthy and Mr. Marx came to my 
home where [I had taken my records and they ex- 
pressed their desire to make their own investiga- 
tion. It was nothing. Mr. Kachlein was there was 
all. 

Q. Now, one reason that you employed Mr. 
Kachlein was because you had faith in his integrity 
and admiration for his ability, wasn’t it? 

A. That was true. 

@. And because von knew from experience the 
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standing that he had with the Internal Revenue 
Service personnel? [4477] 

A. I just assumed that he had a standing with 
the Department but nevertheless in handling the 
two or three protests that he filed J felt that he did 
a very satisfactory job. 

Q. Now, Mr. Kachlein sat with you through the 
period that the Agents were investigating your re- 
turns, didn’t he? 

A. He was representing me at that time, yes. 

Q. And then you were advised, or the Agents 
advised you, rather, and Mr. Kachlein that you 
owed additional taxes of $34,865.55, and penalties 
in the amount of eighteen thousand dollars, with a 
fifty percent—that would be interest—and a fifty 
per cent fraud penalty, didn’t they? 

Mr. Moriarty: Objected to as not proper cross 
examination. 

The Court: I am inclined to sustain the objec- 
tion as to the particular question. 

Q. (By Mr. Griffin): You were advised by the 
Agents, you and Mr. Kachlein, that they were— 
that the Government was claiming a substantial sum 
of money due from you unpaid for income taxes 
and they deemed it fraudulent? 

Mr. Moriarty: Same objection. [4478] 

The Court: Objection overruled. 

A. Yes, there was a substantial sum but that was 
not the final settlement sum. 

Q. (By My. Griffin): Yes; I understand that. 
Now, as a matter of fact, you have testified time 
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after time, Mx. Taylor, as I recall, that the figures 
shown in the income tax returns of all the Forster 
interests represented precisely the figures in your 
ledger kept by you? A. Yes. 

@. And as a matter of faet, Mr. Taylor, thie 
figures In your personal income tax return repre- 
sented the figures that you had in this journal, or 
time book, that you kept, didn’t they? 

A. No, they did not. 

@. Didn’t you take the figures from your jour- 
nal or time bock to your income tax returns? 

A. Possibly sometimes. I don’t think they all 
agreed. 

@. You never reconciled your bank accounts 
with your journal, did you? 

Mr. Moriarty: Objected to as not proper cross 
examination. He is referring to matters that are 
completely outside the issue here. [4479] 

The Court: I will sustain the objection. 

Q. (By Mr. Griffin continuing): Myr. Kachlem 
advised you, did he not, that you were pretty sloppy 
in your own bookkeeping? 

A. No, he never did. 

Q. And that you were very, very careless in your 
own bookkeeping? A. No, he did not. 

Q. Were you? 

Mr. Moriarty: Objected to as not proper cross 
examination. 

The Court: Objection sustained. 

. (By My. Griffin): He advised you to plead 
euilty, you say? A. He certainly did. 
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Q. He advised you there wasn’t any defense to 
what you had done? 

A. He stated that he thought because I was an 
accountant, without very much of an analysis of my 
ease that he advised me to plead guilty on one 
count. 

Q. You were guilty, weren’t you? 

A. Mr. Griffin, T never in my life tried to cheat 
anybody at any time; it was just a careless situation 
that developed. [4480] 

Q. Careless, you say? 

A. Careless is right. 

@. Careless in returning—in underestimating 
your income to the Government, is that right? 

Mr. Moriarty: Objected to as not proper cross 
examination. 

The Court: Objection overruled. 

A. TI had many transactions that I was in that 
required many types of entries and bank accounts 
and it was not out of line that I should get mixed 
up in my figures. I believe that the Agents testified 
that I had thirteen bank accounts that were affected 
—that affected my income. 

Q. You had thirteen bank accounts? 

A. I believe that is what they said. I have for- 
gotten exactly what they were. 

Q@. You know that Mx. Kachlein, in conference 
with the Revenue Agents and the Assistant United 
States District Attorney, worked out a plan for you 
by which, if you would plead guilty to one count, 
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they would ask the Court to dismiss the other 
counts ? 

A. That was the understanding when I pleaded 
cuilty, yes. 

Q. And on March 2, 1950, you went to Tacoma 
with Mr. Kachlein and entered your plea of [4481] 
guilty, did you? 

A. That is correct. 

Q. And you met with the probation officer at 
that time? 

Mr. Moriarty: Objected to as not proper cross 
examination. 

The Court: Objection overruled. 

A. Followed the regular procedure of sentence 
with the probation officer, yes. 

@. Now, prior to your going to Tacoma to enter 
your plea, Mr. Kachlein had prepared for you and 
submitted to the Internal Revenue Agents, Mr. Pat- 
ten in charge, a statement of your position in the 
matter of the charges then being made, didn’t he? 

A. I don’t know that I know what he filed. 

Q. You told Mr. Kachlein that you had the 
financial burdens of your clients on your shoulders 
to such an extent that you neglected your own busi- 
ness, didn’t you? 

A. That is a very true statement. I had a large 
business and worked many hours every day. 

Q. Mr. Taylor, did you or did you not read the 
memorandum which was supplied the Government 
in your behalf in your defense by Mr. Kachlein? 

A. I do not remember of seeing it. IT probably 
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[4482] did but T don’t recollect the contents. Let’s 
put it that way. 

Q. Now, at the time your investigation first 
began inquiries were made by the Agents at Issa- 
quah seeking data, books and records, upon you, 
weren’t they? 

A. ‘The Agents circularized all my accounts and 
obtained the income that they had paid me, if that 
mall*clear it. 

Q. My. Forster asked you what the Agents were 
doing in ealling Mi. Erickson for information, 
didn’t he? A. hat I do not remember. 

Q. When this investigation of your personal tax 
began, Mr. Taylor, and the Agents requested infor- 
mation from Issaquah Creamery, or the Forster 
interests, you have no recollection of talking to Mr. 
Forster about it at all? 

A. You didn’t ask me that, but I believe that 
Mr. Forster—this was in, sometime in 1949 that 
this cireularization started. 

Q. Yes. 

A. And J think that Mr. Forster asked me and 
JT said, “It is a routine thing. I don’t know what the 
results will be, so that you must comply with [4483] 
their request.” 

Q. You told him you weren’t worried about it, 
didn’t you? 

/.. I don’t remember whether I told him that or 


not. It would naturally be the thing to say, wouldn't 
it, if I did? 
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@. And he asked you if there was anything 
wrong with his books, didn’t he? 

A. That is nght. 

Q. What did you tell him? 

A. I told him I knew of nothing wrong with 
his books. 

@. And then with reference—you had no fur- 
ther conversation, or any questions asked by Mr. 
Forster, were there, in regard to your own income 
tax matter until after the newspapers published the 
matter of your plea of gmlty in Tacoma on March 
2, 195027 A. That is right. 

@. Then next when did you see Mr. Forster? 

A. Probably at the end of that month. 

@. Not until the end of March? 

A. Possibly. Maybe we went to Finstad and Ut- 
gard before that. I am not sure. 

Q. And you went to Finstad and Utgard in 
[4484] January, did you not, 1950? 

A. Yes, but this was March. 

Q. I understand and in February, 19502 

A. Yes, so far as I remember. 

Q. Now, was there any conversation on those 
two occasions, January or February, when you 
went to Finstad and Utgard with Mr. Forster? 

A. I do not remember. 

Q. Now, you did go to Finstad and Utgard with 
My. Forster sometime in March and after you had 
entered your plea of guilty, didn’t you? 

A. Yes. 

(). Did I understand you to say that some con- 
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troversy arose between you and Mr. Forster on that 
occasion ? Ww. “I don’t remember of it. 

Q. You used the term, I think, “had words.” I 
wasn’t sure whether you meant an argument or you 
were just talking about conversation. 

A. I don’t remember of any words. 

@. All right; you did discuss, however, on that 
oeceasion the fact that you had pled guilty and 
doubtless would not be able to continue the work 
that you had been doing for the Forster enterprises, 
didn’t you? [4485] 

A. Yes, I think we discussed whether we would 
put one of the boys in the office on the job or not. 

Q. And the matter for determination was left by 
Mr. Forster to you, wasn’t it? 

A. Mr. Forster said that Erick could take care 
of it. 
What did you say? 

i sard, All right, it is O.K. by me.” 

You thought he could, didn’t you? 

Yes. 

You thought he was capable? n. W¥es. 
And honest? A. As far as I know. 
And the matter was left just that way, was it? 
Well, we proceeded to turn the ledger over 
Ir. Erickson on each of the jobs. 

Your last trip to Finstad and Utgard was 
in April, was it not? 

A. April 21st, yes. 

@. April 21st; your purpose was to go up for— 
did you take the ledger up with you? 
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A. The ledger and Mr. Erickson went along. 

Q. That was the first time Mr. Erickson [4486] 
had gone along, was it? 

A. He had gone along to the other places. 

@. I mean to Finstad and Utgard? 

A. Yes, that is right. 

Q. And you took the Finstad and Utgard ledger 
with you, did you? A. Yes. 

Q. From your office? A. Yes. 

Q. And you came back; and when you say that 
you went, you and Mr. Forster and Mr. Erickson 
were in the automobile together with Mr. Forster 
driving; is that right? 

A. That is right. 

Q. Did you give Mr. Erickson any instructions 
what to do? 

A. He watched me do the work and followed 
through on it. | gave him whatever was necessary, 
I thought, to continue with the ledger. 

Q. And what did you do with the ledger when 
you came hack to Seattle? 

A. As far as I know he took it on to Issaquah, 
as I remember. 

@. That would be April 21, 1950? 

A. That is right. [4487] 

@. That was the first time that Finstad and 
Utgard ledger had been at Issaquah, as far as you 
know, wasn’t it? 

A. I believe that is correct, yes. 

Q. Now, following March 2nd when you entered 
your plea of guilty down through March, down to 
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the end of March, near the end, there had been no 
intimation of any kind, so far as you know, about 
any tax investigation of Mr. Forster or his inter- 
ests, were there ? 

A. None that I had heard of. 

Q. Who introduced Mr. Forster to Mr. Kach- 
lein? 

A. It is possible that Mr. Forster went with 
me to Mr. Kachlein’s office and met him there. 

Q. I am not talking about possibilities. You 
took Mr. Forster to Mr. Kachlein, didn’t you, Mr. 
Laylor? A. It is possible. 

Q. Well, did you? 

A. I believe I introduced Mr. Forster to Mr. 
Kachlein, yes. 

@. When was that, Mr. Taylor? 

A. If my recollection is right it was sometime 
in September, 1949? [4488] 

®. In connection with what matter was it, Mr. 
Taylor? A. With Finstad and Utgard. 

@. Well, I will ask you if that was not, and the 
first time that that matter arose was not, the latter 
part of March, 1950? 

A. My recollection is that I delivered the minute 
book to Mr. Kachlein in September, 1949. That is 
my recollection of it. 

Q. I am not asking you about the delivery of 
the minute book. I am asking you whether the first 
time that you introduced Mr. Forster to Mr. Kach- 
lein was not on March 30, 1950? 

A. That is not so. 
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Q. Can you state anything in your 

A. (Interposing) I remember things that clear 
my mind as to when Mr. Forster—Mr. Forster in- 
formed me that Mr. Strack had taken his applica- 
tion in to the Rainier Club and that Mr. Kachlein 
was going to assist him in having his application 
accepted. 

Q. All right; when was that? 

A. That was in January or February, 1950. 

@. January or February, 1950, Mr. Kachlein, 
did you know, was upon the membership committee 
of the Rainier Club at that time? [4489] 

A. That IT wasn’t sure of. I knew he was a mem- 
ber because I had met him over there. 

@. Now, was that the only thing that you have to 
fix a date prior to March 30, 1950, of your intro- 
duction ? 

A. Except that I delivered the minute book of 
Finstad and Utgard to Mr. Kachlein and I know it 
was after they met, in September. 

@. And you delivered the minute book after they 
met ? A. That was in September. 

@. You delivered the minute book after they 
met because the Finstad and Utgard matter was 
under discussion? 

A. My. Forster thought, from my recommenda- 
tions, that Mr. Kachlein would make a good attor- 
ney and he thought that account would be one that 
he could turn over to Mr. Kachlein, and that was 
the reason. 

©. But the matter at issue in the Finstad and 
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Utgard matter was the obtaining of the stock from 
out of escrow, the contracts having been fulfilled, 
wasn’t it? 

A. ‘there was no issue at stake in any way when 
that minute book was delivered to Mr. Kachlein. 

Q. Mr. Kachlein’s first employment was_ to 
[4490] close up the Finstad and Utgard transaction 
by getting the stock out of escrow and to Mr. 
Forster ? 

A. That may have been Mr. Forster's. I did 
not take part in that in any way. 

Q. That was the purpose of that meeting that 
vou 

A. Cinterposing) No, it was not. 

Q. (Continuing) that you introduced Mv. 
Forster to Mr. Kachlein? | 

Well, why did you deliver to Mr. Kachlein the 
minute book of Finstad and Utgard? 

A. Just because Mr. Forster wanted to hire Mr. 
Kachlein on one of his accounts. 

Q. Just on one of his accounts? 

A, That is right. 

@. All right; now, did you keep any notes, rec- 
ords, diary, or memorandum with reference to any 
of Mr. Forster’s matters ? 

A. It 1s pessible. 

Q. All right; do you have one upon the time 
that you introduced him to George Kachlein ? 

A. No, I am quoting from remembrance only. 

Mr. Moriarty: If your Honor please, I think 
there should be some limit on this cross examina- 
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tion. It is an entirely collateral matter. [4491] 

The Court: Well, there should be some limita- 
tion. I don’t know if we have reached it yet. 

Q. (By Mr. Griffin): Now, Mr. Taylor, having 
entered your plea of guilty and before your sen- 
tence even, the matter of your civil lability came 
up between you and the Agents and with Mr. Kach- 
lein, did it not? 

Mr. Moriarty: Objected to as not proper cross 
examination. 

The Court: Objection overruled. 

A. That is the natural process of all of these 
cases. 

Q. (By Mr. Griffin): And that occurred ? 

A. Yes. 

Q. And that is the matter that Mr. Kachlein filed 
the protest, or appeal—whatever you may call them 
—on the civil side for you? 

A. He filed the protest, yes. 

@. And to do that he had to have what is called 
in the Department a special power of attorney for 
that purpose? A. That he had. 

Q. So that he had that special power of attorney 
from you to represent you in the matter of [4492] 
your income taxes due and unpaid? 

me Ge had that. 

@. You and your wife’s? 

A. He had that power of attorney until October 
27, 1950. 

Q. Yes, sir; and on April 4th, on or about April 
4, 1950, you received a notice from the State Board 
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of Accountancy that your license had been sus- 
pended by the State of Washington, didn’t you? 
Mr. Kachlein may have received it; I didn't. 
Well, that is a fact, isn’t it? 

That I don’t remember. 

You don’t remember? 

It would be the natural process, so that we 
Fright as well say it happened. 

Q. Well, you were suspended, were you not? 

A. I agreed to be suspended with the Board. 

Q. And Mr. Kachlein worked out with the Board 
an understanding in your behalf, did he not? 

A. I don’t know what Mr. 

Q. Now just a moment until I complete the 
question to see if you do. 

An understanding, did he not, that the Board 
would take no action for disbarment while you 
[4493] were incarcerated in the Penitentiary but 
would give you a hearing where you could appear 
personally after you got out? 

You know that, don’t you? 

A. My. Kachlein may have done that, but in 
1950 I received my leense again and paid for it 
and appeared before the Board and asked them 
What their decision was and they felt that I should 
surrender that until further application and I sur- 
render my license to the Board in 1950, after I re- 
turned from the Island. 

Q. But I am dealing with Mr. Kachlein. 

A. I didn’t say he didn’t do something; he prob- 
ably did. 
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@. Now, in the meantime, or at about the same 
time, your brother Jack Taylor suggested or wanted 
to begin the circulation of a petition to help you 
from disbarment, didn’t he? 

Mr. Moriarty: Objected to as irrelevant; not 
proper cross examination. 

The Court: Is this covered? 

Mr. Griffin: That is the very thing they went into. 

Mr. LeSourd: I tried to and your Honor ex- 
eluded the letters until later on. [4494] 

The Court: I will sustain objection at this time. 

My. Grit "Sir? 

The Court: This matter may be gone into on 
further direct examination ? 

Mr. LeSourd: It 1s going to be gone into, yes, 
sir, and I have no objection to Counsel’s asking 
this witness about it. 

The Court: You have no objection? 

Mr. LeSourd: No, I have no objection. 

The Court: All right, you may proceed. The 
Court will overrule the Government’s objection. 

Q. (By Mr. Griffin continuing): Do you have 
the question in mind, Mr. Taylor? 

ie GS. 

The Court: Do you have it in mind? 

The Witness: Yes. 

Q. (By My. Griffin): Your brother was prepar- 
ing to, or commenced, I don’t know which, the cir- 
culation of a petition to—the effect of which would 
be to try to keep you your license, wasn’t it? 

A. Yes. 
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Per Kachlem objected to that, didn’t he, 
[4495] the circulation of that petition? 

A. Mr. Kachlein, yes, he requested 

Q. He felt that that would be in violation with 
the agreement he had made with the Department 
for you that no action would be taken so that you 
could have a hearing and testify personally when 
you got out? 


Mr. LeSourd: I will object to asking the witness 
to state Mr. Kachlein’s feeling. 

@. (By My. Griffin): That is what Mr. Kachlein 
advised you, wasn’t it? A. No, he did not. 

Q. Did he tell you why he did not want that 
petition ? A. I was informated 


Q. (Interposing): By Mr. Kachlein? I am not 
asking about what you were informed by anybody 
else. 

What did Mr. Kachlein inform you in that par- 
ticular? 

A. I heard from Mr. Kachlein—from the 24th 
of April until the 13th of September, except for 
papers sent over and in a very simple matter, I 
never had words with Mr. Kachlein. [4496] 

@. Now, again, the date of your sentence was 
mpril 25, 1950, wasn’t it? 

A. Right on the minute. 

Q. Before sentence on that date and on April 
18th Mr. Nachlein conferred with you for approxi- 
mately one hour over what statement should be 
made to the Court in seeking leniency and assisting 
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or advising the Court in the matter of sentence or 
argument against it, did he not? 

A. Ido not have too clear a recollection of it but 
I presume it happened. 

Q. And I think you said that Mr. Kachlein pre- 
pared a will for you before you went over? 

A. That was before I went away, yes. 

@. And a codicil after you were over there? 

ee nacs: 

@. And the day preceding the sentence Mr. 
Kachlein conferred with you again, did he not? 

A. Yes. I think he told me to be ready in the 
morning and to have ten dollars m my pocket the 
next morning to go to Tacoma. 

@. He advised you that upon the entry of your 
plea you would not be coming back to Seattle but 
would go directly to McNeil? 

A. He didn’t so advise me. [4497] 

@. What was the $10.00 for? 

A. You usually lke to have that when you are 
over there. 

@. As of April 25, 1950, the date of your sen- 
tence, up to that time had any Government Agents 
to your knowledge made any call upon Mr. Forster? 

A. Mr. Forster had a note, or on a card, writ- 
ten on the 21st of April that Mr. Marx had called 
him and wanted a financial statement. 

Q. On April 21st? A... That 1s igi. 

Q. That is the day you went to Conway, isn’t it? 

A. That is correct. 

@. Well, then, you did discuss, did you not, with 
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| Mr. Forster the matter of his books and records 
on that Conway trip? A. Wes: 

Q. And Mr. Forster again asked you if his rec- 
ords were in order, didn’t he? 

Ww. And I said they were and that he had to 
make a financial statement and I suggested two or 
| three accountants, among them Mr. Alkire, and to 
| take the statement that I had prepared for the book 
for some time in April and to give this with his 
[4498] personal assets and submit this statement 

to Mr. Marx. 

Q. And on this trip to Tacoma with Mr. Kach- 
lein you discussed with him the fact of the then 
pending Forster investigation, didn’t you? 

A. In what way? 

@. i asked you if you discussed it with him? 

A. I have no distinct recollection of the dis- 
Clssion. 

@. You discussed with Mr. Kachlein the advis- 
ability of employing accountants for Mr. Forster, 
didn’t you, on that trip? 

A. On our way to Tacoma? 

Q. Yes. 

A. The day I was sentenced I mentioned the same 
thing to Mr. Kachlein—to take the financial state- 
ment that I had prepared for the Peoples Bank 
and to get Mr. Forster’s personal assets included 
with that and submit it to Mr. Marx. I also sug- 
gested to Mr. Kachlein that I thought Mr. Mars 
might wait, and wait until I came out as he had 
practically guaranteed I would get five to seven 
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months, and he informed me that Mr. Marx would 
not work with me. 

@. You had no objection to working with Mr, 
[4499] Marx, did you? A. I had none, no: 

Q. On this trip to Conway, April 21, 1950, you 
advised Mz. Forster that you were carrying a gun 
and were going to get Mr. Marx, didn’t you? 

A. That is an absolute false statement. 

Q. This is the trip in which both Mr. Erickson 
and 

A. (Interposing) And I am saying that is an 
absolute false statement. 

Q. You and Mr. Marx were friendly, were you? 

A. We were never enemies In any way. 

@. Now, on this trip to Tacoma with Mr. Kach- 
lein, Mr. Kachlein suggested, did he not, that he 
thought it would be necessary to get an accountant 
for Mr. Forster, as I understand you say, because 
he said Marx wouldn’t wait and wouldn’t work with 
you? A. That is correct. 

@. And who made the recommendation as to 
names of accountants? 

A. I did some recommending. I recommended 
Mr. Alkire, the principal reason being that he had 
been with the Department and would be familiar 
with what Mr. Marx wanted and I thought that 
would [4500] be a good place and we talked over 
others. I don’t remember who. 

Q. Do you remember you talked over Haskin 
and Sells, and Price Waterhouse ? 


A. It is possible. 
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Q. Mr. Alkire was a member of the firm of 
Touche, Niven, Bailey and Smart, was he not? 

A. That is right. 

Q. And that is the firm that was employed? 

A. Mr. Kachlein T believe hired them. 

@. Yes, sir; on this trip to Tacoma you told 
Mr. Kkachlein you had taken all the books and rec- 
ords, all the working papers, of the various Forster 
enterprises and left them out at Iassaquah, didn’t 
you? ies Yes: 

Q. You told him that some of the minute books 
might still be in Mr. Jones’ office, or Mr. Grill’s 
office ? A. I do not recollect that. 

Q. On what date did you take these books and 
records out to Issaquah ? 

A. To the best of my recollection all the books 
and records and files were taken, with the exception 
of Finstad and Utgard current books, on the [4501] 
tith of April, if I remember correctly. 

Q. Have you any way—any data or anvthing to 
refresh your recollection as to when you took them 
out ? A. No, nothing definite. 

@. And you took them out because you knew 
that you wouldn’t be able to carry on your—the 
work you had been doing, didn’t you? 

A. Not necessarily. There was no intimation but 
what I would continue on when i returned. 

Q. Well, I am speaking of while you were away, 
sir. 

A. That is right, and I placed them there in 
such a shape that anyone with any degree of knowl- 
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edge could have gone into those files and taken 
them out and followed them through very nicely. 

Q. And you placed them there so that anyone 
could have access to them to obtain necessary in- 
formation, including the Revenue Agents, didn’t 
you? 

A. I informed Mr. Forster that I thought it 
would be very wise to get in touch with me before 
anybody went through them, but they were in shape. 

Q. Why would it be wise, why did you inform 
him it would be wise, to get in touch with you be- 
fore anybody went through them? [4502] 

A. Because I could outline to him what would 
apply to each particular enterprise there. 

Q. You left the books and records there, how- 
ever, and one of your reasons was so that the 
Revenue Agents would have access to them. 

A. That was possibly part of it and part of it 
that Mr. Forster did not want his files where some- 
body else could be pawing through them and in a 
discussion we thought it was smart to move them 
all down there. 

@. So you had a discussion with Mr. Forster 
as to moving them? 

A. Sure T did, I discussed with him. 

@. When did you do that? 

A. Well, it could have been two or three times. 

Q. When was it, if ever? 

A. Between the first day of January and the 
25th day of April. It could have been four or five 
times in that period. 
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My. Griffin: Jt is reeess time, if the Court please. 

The Court: Ladies and Gentlemen of the Jury: 

We will now take the mid-day recess. The [4503] 
Court calls your attention to the admonition given 
you on similar occasions and asks that you heed it 
on this occasion. 

You may now be excused until 1:45. 

(Whereupon, the Jury retired from the court 
room. ) 

G@Miherenpon, at 12:16 e’cleck, p.m., April 22, 
1954, a recess was had until 1.45 o’clock p.m., 
at which time, Counsel and Defendants hereto- 
fore noted being present, the following proceed- 
ings were had, to-wit:) 

The Court: You may call the Jury. 

(Whereupon, the Jury was returned to the 
court room.) 

The Court: You may be seated. 

It is stipulated that the Jury and all Defendants 
are present in the court room? 

Mr. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

The Court: You may proceed, Mr. Griffin. 

@. (By Mr. Griffin): Mr. Taylor, on April 25, 
1950, at the time that you were sentenced in Tacoma 
you made a statement to the Court in open court, 
didn’t you? [4504] 

A. That is my recollection that I did, yes. 

Q. You said tlis, did vou not: 

“T was too much interested in clients’ affairs to 
really think of my own welfare.” 
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A. I believe that is true. 


Q. And that was true, wasn’t it? A. Yes. 
Q. And among those clients were Mr. Forster 
and his interests, weren’t there? A. Yes. 


@. And you said: 

“T was very negligent in keeping my own rec- 
ords.”’ 

That was true, wasn’t it? A. Yes. 

Q. Now, you stated, I believe, that Mr. Kach- 
lein, while you were at McNeil Island, prepared a 
protest or appeal to the Internal Revenue Service, 
proper department, I think you said in a lacka- 
daisical manner. Is that the term you used? 

A. It was not a very complete protest, no. 

Q. It was what is known in the practice as a 
skeleton protest, was it not? 

A. Well, extremely so, yes. 

Q. You were, of course, not in Seattle? [4505] 

Eee NO: 

@. And you couldn’t prepare it and you didn’t 
have aceess to your own records to prepare it, did 
you? A. No, 

Q. You didn’t have any of your own records 
upon which Mr. Kachlein could rely in preparing 
it, did you? 

A. I had prepared a proposed amended tax re- 
turn for all the years involved and they were avail- 
able. 

Q. Yes, but I said from your own records. 

A. I am speaking of my own records. They 
were prepared from my own records. 
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Q. And eliminating these amended tax returns 
that you wanted to file, but fvom the records that 
you kept, Mr. Kachlein had nothing upon which 
he could rely, did he? 

A. The amended tax returns were taken from 
records that I had assembled after this started and 
they were very much in jine with my final settle- 
ment that I made when I returned. 

Q@. I said, eliminating these amended tax returns 
which were not filed and prepared by you, Mr. 
Kachlein—you had no records, original [4506] rec- 
ords, upon which Mi. Kachlein could rely in making 
a formal protest, did you? 

A. I had complete work sheets for the various 
years showing my Income which we used in the final 
settlement in what J am trying to tell you; that 
those were prepared at that time. 

Q. Mr. Kachlein arranged with the Internal 
Revenue Department, as you knew, to file a skele- 
ton return to protect the record until you could be 
out and confer with him and go over these records, 
didn’t he? 

A. Yes, I will give him credit for that, ves. 

Q. So that when you referred to the kind of 
return that was filed, it was a return filed with 
your knowledge that the arrangements made with 
the Department were for your protection until vou 
eould get out, wasn’t it? 

A. I do not believe in this type of a ease that 
it is necessary to file a protest when vou are serv- 
ing time. A protest can be filed after vou return. 
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Q. I understand then that you did not think it 
was necessary to file a protest? 

A. I don’t believe it is obligatory. 

Q. Then in—when did you return to Seattle 
from MeNeil Island? [4507] 

A. On the 10th day of September, 1950. 

Q. You had planned upon returning or being 
released, rather, to take a vacation, a short vacation, 
hadn’t you? 

A. That was the plan we contemplated, yes. 

@. You and Mrs. Taylor? A. Yes. 

Q. Now, you were interviewed, as I understand, 
by Mr. Eppler and also Mr. Marx, just prior to 
your release? A. On September 6, yes. 

Q. September 6th; there was no intimation at 
that time by either Mr. Marx or Mr. Eppler that 
you were personally involved in Mr. Forster’s in- 
come tax matter, was there? 

A. To the best of my recollection they didn’t 
make any threats, of any kind that I was involved. 

Q. I am not speaking of threats. There was no 
suggestion that you were involved, was there? 

A. I really do not remember that they made any 
statement of that kind. 

Q. Now, at the time that you left Tacoma for 
McNeil Island there had been no audit started of 
the books of the Forster enterprises, had there? 

A. Not that I know of. [4508] 

Q. During the time that you were at McNeil 
Island this firm that you recommended audited at 
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least in part these books and records of the Forster 
enterprises, didn’t they? 

A. Well, the statements will show in the record 
here that they did. 

Q. And they wrote you a letter to be received 
by you upon your release suggesting that you come 
in and confer with them as to their report, didn’t 
they? 

A. They as a firm wrote to me but Mr. Forster 
had no connection with that letter. 

Q. You ignored their request, didn’t you? 

A. I ignored it on the strength of Mr. Kach- 
Jein’s telling me not to confer with the Revenue 
Agents. 

Q. Touche, Niven firm were not Revenue Agents, 
were they? | 

A. No, and I wasn’t working and had no con- 
nection with Touche, Niven. 

Q. So it was just at about the time that you were 
released from MeNeil Island that the preliminary 
audit of this firm was ready for delivery to who- 
ever was entitled thereto, was it? 

A. I don’t know. [4509] 

Q. You contacted Mr. Kachlein after your re- 
lease on Wednesday, September 13th, did you not, 
in 1950? i. Yes: 

Q. You were then planning to go on your vaca- 
tion that you had planned on? 

A. Yes, we were urged very much to get away. 

Q. Mr. Kachlein told you that he thought in the 
frame of mind that you were in and what you had 
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gone through it would be advisable for you to take 
that vacation and rest, didn’t he? 

A. And urged me to get out of town as quickly 
as possible. 

Q. Urged——- 

Mr. LeSourd: Let him answer. 

A. (Continuing) Urged me to get out of town 
as quick as possible. 

Q. (By Mr. Griffin): He said to you to get out 
of town as quickly as possible? 

A. aaihiat is richt. 

Q. He told you that when you got back he would 
want to go into the matter with you in some detail, 
didn’t he? [4510] 

A. No, I have no remembrance of it. 

Q. He told you that undoubtedly your assistance 
would be required in the necessary explanations of 
your method of handling the Forster affairs, didn’t 
he? A. He made no such statement to me. 

Q. That in the situation as disclosed by the in- 
vestigation Mr. Forster was in serious tax trouble; 


he told you that, didn’t he? A. He did not. 
Q. And he told you that My. Forster would need 
your help? A. He dig not 


Q. And you said to him, ‘‘Well,’”’ in substance, 
‘‘fhen he will have to pay well for it’? 

A. That is an absolute falsehood. 

Q. All right; you went upon your vacation, 
didn’t you? A. Yes, we did. 

@. And you returned in October? 

A. That is correct. 
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Q. Now, when you returned in October you had 
a conference, or, rather, Mr. Kachleimn called you 
into his office, didn’t he? 

A. I believe I ’phoned him first. [4511] 

Q. Anyway, you had a conference on October 
27th? A. Yes. 

Q. The conference actually in which Mr. Le- 
Sourd later was joined oceupied about three hours, 
didn’t it? 

A. I-would say an hour and a half at the most. 

Q. As of the date of that conference there had 
been no statement made to you by anyone that you 
personally were involved in the fraud claim of the 
Government so far as Mr. Forster’s enterprises 
were concerned ? 

A. My first definite knowledge that I was in- 
volved in it, that was the, I believe the 14th day of 
March, 1951. 

Q. Fourteenth day of March, 1951, and we are 
now dealing with October 27, 1950, is that correct, 
this conference ? 

A. What now; what is that? 

Q. We are talking now about October 27th. 

A. There was no discussion of my involvement 
in it at that time. 

Q. But there was a discussion, and an extended 
discussion, of the Hans Forster situation ? 

There was not. [4512] 

Of the books and of the records? 

There was not. 

And in which Mr. Kachlein told vou, in sub- 
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stance, what the accountants had found in going 
over your records and what you say are your work 
sheets? 

A. He did not; he never mentioned the Forster 
case at that meeting. 

Q. That was the meeting, Mr. Taylor, was it not, 
in which eventually I reach the point where you 
were advised he was going to have to decide as 
between two clients and get out 

A. It didn’t take him long to decide that. We 
discussed my affairs only at that meeting. Mr. For- 
ster’s affairs were not discussed at that meeting. 

Q. Mr. Kachlein also discussed with you as to 
why you had not recorded on the books the funds 
that Mr. Forster was using out of account 198, 
didn’t he? 

A. Mr. Kachlein never mentioned the Forster 
affairs in one word or a dozen during that confer- 
ence. 

@. He advised you-— A. He did not. 

Q. at that conference that the accountants 
had [4513] found the situation existing testified to 
here in the year-end statement, December 31, 1949, 
didn’t he? A. That is an absolute falsehood. 

Q. Nothing was discussed about Mr. Forster? 

A. Absolutely not, not one word. My affairs 
were the only ones discussed at that conference, my 
own personal income tax returns were discussed and 
we hired another attorney. 

Q. Why was there any need for a decision on 
that particular time then in the employment of Mr. 


: 
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LeSourd if the affairs of Hans Forster were not 
discussed with you? 

A. The affairs of Hans Forster were kept a 
secret from me continuously until I was—TI received 
a letter from the Internal Revenue Department 
sometime early in 1950—late 1950 or early 1951. 

Q. My question is: What occurred at that meet- 
ing to require Mr. Kachlein to make a decision as 
to representing you or Mr. Forster if Mr. Forster’s 
affairs were not discussed at that mecting ? 

A. There was discussed: He withdrew from me, 
we picked our attorney, and had a conference with 
the attorney, and that ended my discussion with 
Mr. Kachlein on my own affairs, not the affairs of 
Mr. Forster. [4514] 

Q. Mr. Taylor, at this meeting that you referred 


to, and you say it lasted an hour and a half, even 
less than that, I suggested three hours, I will ask 


you if Mr. Kachlein, before Mr. LeSourd was called, 
did not discuss with you the affairs of Mr. Forster 
in detail as found by the accountants? 

A. He did not. 

Q. Why was there any discussion with you at 
all then about your own affairs if Mr. Kachlein 
was withdrawing from the case? 

A. We were examining the telephone book to 
determine who I should hire to take his place. 

Q. My question was: Why was there any dis- 
cussion about your affairs if Mr. Kachlein was with- 
drawing from the case? 

A. There was discussion of my case and who I 
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should employ as an attorney and that was all the 
discussion was about. Mr. Forster’s name did not 
come into that discussion. 

Q. I think you have testified, Mr. Taylor, that 
at that meeting Mr. Kachlein said that he could 
continue to represent Mr. Forster, or he could con- 
tinue to represent you, did you not, but not both 
of you? [4515] 

A. That was the purpose of the meeting. 

Q. And yet you say Mr. Forster’s affairs were 
not discussed, and that was the purpose of the 
meeting ? 

A. I said the purpose of the meeting was to 
determine whether he was withdrawing from me or 
withdrawing from Mr. Forster and he withdrew 
from me. 

Q. What had occurred prior thereto between you 
and Mr. KKachlein that brought up the matter of 
Mr. Kachlein’s withdrawing from either? 

A. Mr. Kachlein’s own suggestion. 

@. And you had been away on your vacation 
and returned, this was the first time you saw Mr. 
Kachlein after your vacation, wasn’t it? 

A. I ‘phoned Mr. Kachlein the night before. 

@. And made an appointment? 

A. That is right: 

®. And thataseall@ 

A. That is correct, only he said he must make 
a decision. That night he told me he had to make 
a decision. 

Q. That night when you ’phoned him? 


United States of America Zot 


(Testimony of L. Hicks Taylor.) 

A. You bet you. 

Q. Make a decision about what? [4516] 

A. Whether he would retain me or Mr. Forster; 
there was conflict, he said. 

Q. He told you that on the ’phone that night? 

A. He told me that on the ’phone that night. 

Q. So that you went down to his office the next 
morning. 

A. To settle that particular point and that only. 

Q. And Mr. Forster’s matters were not dis- 
eussed ? ie No sir. 

@. And that was the reason you were being 
called ? 

A. They were not discussed at all at that meet- 
ing. 

Q. Although that was the purpose of the meet- 
ing? 

A. To determine his position as to whether he 
would represent me or not, and I had determined 
that he would not. 

You determined that before you went down? 
I determined that. 


Before you went down? An Mes 


2OPS 


Why did you have any discussion for an hour 
era. a half then that morning? [4517] 

A. He had records of mine. He had many ree- 
ords of mine. 

Q. Myr. Taylor, you went down in the morning 
of October 27, 1950, and Mr. Kachlein said to you 
finally, or explained to you, that Mr.—that he was 
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—found himself in the position that sometimes hap- 
pens with lawyers, didn’t he? 

A. That is correct. 

Q. He said that he was representing you in your 
civil tax matter and you had brought Mr. Forster 
to him and he was representing him in this matter 
then pending; he said that, didn’t he? 

A. In similar words, yes. 

Q. I mean in substance, I do not mean the exact 
words. He said that it was becoming apparent that 
there might be a conflict between your interests and 
that of Mr. Forster, didn’t he? 

A. That is possible that he did. 

@. He said that you were the first chent and 
that he could represent you. If he did he could 
not represent Mr. Forster because this conflict 
might arise. Or, he could represent Mr. Forster 
and not represent you. Or, number three, he could 
withdraw from representation of both of you en- 
tirely. 

A. That is correct. Now you are speaking of 
what [4518] happened that morning. 

Q. That is at the conclusion of that morning? 

A. That was the beginning of that morning. 

Q. He told you—you discussed with him what 
the Forster situation was and what had occurred 
in the Forster investigation during your absence, 
didn’t he? A. He did not. 

Q. Mr. Taylor, only four or five days before 
you left McNeil Island Mr. Marx and Mr. Eppler 
had told you that their investigation disclosed at 
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least one million dollars of undisclosed income, 
didn’t they ? 

A. Now, that is getting some truth in it; that 
is the truth. 

Q. And you said you were shocked, didn't you? 

an Wes, I was. 

Q. And yet in this conference with Mr. Kach- 
lein if you had been vou didn’t discuss with him 
the Forster situation at all? 

A. J did not. He did not mention it. 

Q. You discussed then whether it would be het- 
ter for Mr. Forster, or for Mr. Kachlein 

Mr. Griffin: Strike that. [4519] 

Q. (By Mr. Griffin continuing): You told Mr. 
Kachlein that you didn’t want him to withdraw but 
felt he was compelled to withdraw from this matter, 
didn’t you? 

A. I was probably a little diplomatic about it, 
yes. 

Q. You suggested to him that inasmuch as he 
was familiar with the then Forster situation as de- 
veloped by the accountants and his interviews with 
the Revenue Agents that if he could find a good 
lawyer, a good tax lawyer. for you you would sug- 
gest that he continue to represent Mr. Forster and 
get you another lawyer, didn’t you? 

A. Yes: only J want to exnlain. 

Q. Go ahead. 

A. That Mr. Kachlein did not make any discus- 
sion of it. The discussion was this: As long as vou 
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want to withdraw from my case we will try and 
select a tax lawyer. 

Q. Who said that? 

A. I think I probably said part of it and Mr. 
Kachlein the other. 

Q. It was perfectly agreeable to you on October 
27, 1950, that Mr. Kachlein cease representing you 
and give his sole representation to your friend, Mr. 
Forster, wasn’t it? [4520] 

A. That was understood. 

Q. Then there was a discussion as to who you 
should employ ? 

A. Yes. We pawed through the telephone book 
for one-half or three-quarters of an hour looking 
at the different tax lawyers’ names. 

Q. Are there any lawyers listed in the telephone 
book as tax lawyers? 

A. That is why we took so much time, we had 
to read them over. He knew the lawyers. 

Q. My question is: Are there any lawyers listed 
in the Seattle telephone directory as tax lawyers? 

A. Not to my knowledge. 

Q. No; so, Mr. Kachlein suggested two firms of 
lawyers experienced in tax work, didn’t he? 

A. J would say more than that. 

Q. He suggested first Mr. Jones of Jones and 
Bronson, didn’t he? 

A. I knew of Mr. Jones. He might have. 

@. And you said that you did not think under 
the circumstances that you would want to employ 
Mr. Jones because you had at one time had Mr. 
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Jones represent Mr. Forster and there might be 
a conflict there? [4521] 

A. Ihave no remembrance of that discussion but 
it is possible. 

Q. Did he discuss with you then any other law- 
yer than Mr. LeSourd sitting now across from me 
at this bar? 

A. I remember of two or three other names. I 
believe there was a Mr.—I can’t think of his name. 
He has a erippled foot. 

Q. Paul Coles? 

A. Paul Coles. Evich, or somebody like that. 

Q. Evich? 

A. It seems to me that that name was men- 
tioned and discussed. There were two or three 
others. I don’t remember now who they were. 

Q. And you finally got down to Mr. LeSourd, is 
that right? 

A. Yes. Mr. LeSourd had been indirectly rec- 
ommended to me before. 

Q. Even before you employed Mr. Kachlein, 
had he not? A. No. 

Q. Did you know Mr. LeSourd ? 

A. I had never met Mr. LeSourd until that 
morning. [4522] 

Q. Mr. Kachlein explained to you that Mr. Le- 
Sourd had been in the Government service in the 
Department of Justice, did he not? 

A. It is possible he did. I have forgotten that. 

Q. Assigned to the Internal Revenue Agency? 

A. I am not positive that that was mentioned. 
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Q. And that he was quite familiar with the prac- 
tice and an expert in the field? 

A. I rather doubt that conversation. 

Q. What conversation—you discussed several 
lawyers, you say? A. That is right. 

Q. You settled on Mr. LeSourd ? 

A. I doubt if any great detail of that kind was 
brought into it. 

@. What did Mr. Kachlein tell you about Mr. 
LeSourd ? 

Mr. Moriarty: Objected to as immaterial, if your 
Honor please. 

The Court: Objection sustained. 

Q. (By Mr. Griffin): You settled on Mr. Le- 
Sourd if he would accept the employment? 

Mr. Moriarty: Objection. The [4523] Govern- 
ment did not introduce this and it is extending so 
long into immaterial matter. 

The Court: I think it is clear Mr. LeSourd was 
selected. The Court will sustain the objection. 

Mr. Griffin: I am only interested in the estab- 
lishment of the selection at the suggestion of Mr. 
Kachlein and not an independent appointment. 

Q. (By Mr. Griffin): So, Mr. Kachlein called 
Mr. LeSourd on the telephone to see if he would 
represent you, didn’t he? 

A. At my request, yes. 

Q. And Mr. LeSourd came to Mr. Kachlein’s 
office on October 27, 1950? 

Mr. Moriarty: Objected to as immaterial. 

The Court: Objection overruled. 
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A. Yes, he came there. 

Q. (By Mr. Griffin): And Mr. Kachlein intro- 
duced you to Mr. LeSourd ? A. Yes. 

Q. And Mr. Kachlein explained in detail in your 
presence to Mr. LeSourd why he found it [4524] 
necessary to withdraw from representing you, did 
he not? 

Mr. Moriarty: Objected to as immaterial and 
not proper cross examination. 


The Court: Objection overruled. 


A. He did explain that it became a dual repre- 
sentation and that he should withdraw. I don’t 
remember that he mentioned any detail. 

Q. (By Mr. Griffin): There was no intimation 
made at that time by anyone that you were likely 
to be indicted in connection with the Forster inves- 
tigation, was there? 

A. There absolutely was not. 

Q. Each—you at that time, Mr. Forster at that 
time—were dealing with, simply, an investigation 
being made by the Internal Revenue Service? 

A. I knew an investigation was going on, yes. 

Q. No—to your knowledge no—statement was 
made of any likelihood of a criminal indictment 
against Mr. Forster, was there? 

A. I had not heard of it, no. 


Q. Mr. LeSourd accepted the employment then 
for you? A. As my attorney, yes. 
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Q. That ceased any connection between you and 
Mr. Kachlein on October 27, 1950, didn’t it? 

A. That is correct. [4525] 

Mr. Griffin: And that is all. 


Cross Examination 

Q. (By Mr. Keesling): Mr. Taylor, this morn- 
ing you made the mention as to the ledgers at the 
time they were turned over that you turned them 
over to Mr. Erickson. You were referring, were 
you not, to the time you took them out to Issaquah 
Creamery in the car? I think you used the phrase 
you turned them over to Erickson? 

A. Yes, but the current ledgers were turned over 
separate from the files that I took. The current 
ledgers were turned over separately. 

Q. Isee; and then you also used the phrase that 
Mr. Erickson followed through with the ledger. To 
your knowledge, and from your examination of the 
ledger here in evidence, at no time did Mr. Erick- 
son make any entries or work with your ledgers 
to your knowledge? 

A. Well, Mr. Keesling, that is hard to answer. 
I don’t believe I have seen any of the 1950 ledger. 
Whether he posted or not, I wouldn’t know. 

Q. To your knowledge, you don’t know whether 
Mr. Erickson did any work as far as the ledgers 
are concerned ? 

A. No, I have no knowledge of it. 

Q. Now, in respect to your work, you had [4526] 
the exclusive duty, did you not, of computing the 
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| income tax for Issaquah Creamery, Hans Forster, 
and Mrs. Iforster, his wife, for the years 1945 
through 1949 2 A. Yes, I prepared them. 

@. And you had the exclusive duty, did you not, 
of preparing the income tax returns for Issaquah 
Creamery, Hans Forster, and Mrs. Forster, for the 
“game years? A. Yes. 

@. And you also had the exelusive duty, did you 
not, of filtng with the Government the tax returns 
as I have referred to? 

A. Yes, and no, in this respect, Mr. Keesling: 
many times they were signed in my office, and 
mailed from there, and I think there were times 
that they were either given to Mr. Forster or in 
some way taken to Issaquah and mailed from there; 
but as a whole, they were mailed from my office, I 
believe. 

Q@. My questions on all three previous questions 
nre this: 

It was your exclusive duty, was it not, to com- 
pute the income tax, to prepare the income tax 


returns, and to file it? A. Yes. 
Q. That is for these Indictment years, 1945 
through 1949? [4527] A. Yes. 


Q. Now, Mr. Griffin offered in evidence—before 
I go into that, referring to Exhibit 258, this chart 
of accounts, would you refer to account numbers 
3d2 and 33? Is it correct that accounts 32 and 33 
are business account numbers? You might read 
what they are for. 
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The tax accounts. There is a group of them, 
right there. 

A. I am looking at Plaintiff’s Exhibit 258, 
which is a schedule of accounts, headed ‘‘Issaquah 
Creamery Company, Incorporated,’’ and it has a 
heading, ‘‘Issaquah’’ here, ‘‘Alpine’’ there, and the 
accounts are numbered from 1 to 40, for Issaquah 
Creamery, and for Alpine they are numbered A-1 
to 40, and account No. 31 is “Unemployment Tax’; 
32 is “Excise Tax’’; 33 is ‘‘Other Taxes,” and they 
are on both sides the same. 

Q. They are the same numbers and same ac- 


counts ? A. Yes, that is correct. 
Q. And is it true that 32 and 33 are business 
accounts ? A. That is correct. 


Q. They have no reference to a drawing ac- 
count? A. No. 

Q. 32 is the item “Excise Tax,’’ is that [4528] 
correct ? A. That is correct. 

Q. And 33 is “Other Taxes’? 

A. That is correct. 

Q. Now, referring to Exhibit A-104, an Alpine 
Dairy balance sheet of December 31, 1948, there is 
an item at the bottom there which refers to deduc- 
tion withdrawals. That account, is it not, is a ref- 
erence to a drawing account? 

A. It is Hans Forster withdrawals, and it is a 
ledger account. 

Q. Yes. 

That would be what you would call a drawing 
account ? A. Correct. 
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Q. And you testified that that could be traced 
right into the ledger, and from the ledger right 
into the journal? 

A. It is my recollection that it could be. 

Q. Now, I show you Exhibit 272 in evidence, 
Plaintiff’s Exhibit—I put a mark in there—do you 
find in your ledger account,—this drawing account? 

A. Yes. 

@. And would you explain for the record just 
how it was set up? 

Tt is a half page account, to the top of the [4529] 
page. 

A. The top of the page is marked “Capital In- 
vested.”’ 

Q. And that is Alpine, at the full top of the 
page? A. Alpine ledger is more than that. 

Q. And then, towards the center of the page, 
you have put in a separate account? 

A. I have typed in ‘‘Hans Forster Withdraw- 
als.” 

Q@. And in that withdrawal account are what 
entries ? 

A. As of March 31st, income tax, $10,784.42; 
May 31st, Walter Clark, $10,000; October 31st, in- 
come tax, $14,000. On the eredit side, Walter Clark, 
$10,000, leaving a balance in the account of $24,- 
784.42, this account right under my left hand, (in- 
dicating). 

Q. Now, Mr. Taylor, will you explain to the 
Jury why income tax payments go into a drawing 
account ? 
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A. It is paid on his personal obligation into the 
Treasury Department. 

Q. An income tax payment is a personal ex- 
pense, isn’t it? A. That is correct. 

Q. Just like his grocery bill; it is not [4530] 
deductible from any business of any personal ac- 
count, so far as income tax purposes? 

A. Yes. 

Q@. Now, you testified those figures could be 
traced right into the journals. I have placed the 
journals there, and for your easy reference, I have 
the page and line numbers showing the entries. 
Your first entry in your ledger, I believe, is March, 
1948—March of 1948, is that right? 

A. That is correct. 

@. I have under Alpine the 1948 one is the 
next one. A. The top one, or the bottom one? 

@. The years are marked on the ends here. 

A. Iam sorry; I didn’t notice that. 

Q@. Would you refer to the exhibit number, Mr. 
Taylor? 

A. I am looking at Plaintiff’s 264 which is the 
journal of the Alpine Dairy. 

@. Would you look for March of 1948 on page 
'4 of the Alpine section, at lines 12 and 13? 

You find those income tax entries there, do you 
not? A. Yes, there are two items. 

Q. Those are the two items that were [4531] 
entered in your ledger and you combined them in 
a figure? A. Yes, I have a total. 

@. Now, would you tell the Jury what account 
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Mr. Erickson—what account number he placed be- 
sides those income tax payments ? 

A. Account 33. 

Q. And that is Account 33 which on the chart 
refers to other taxes, do you recall? 

A. That is correct. 

Q. Now, the other income tax item in your 
ledger, I believe, is for Alpine, October, 1948. 

Would you look in the Alpine section for Octo- 
ber, 1948, at page 1, line 12, I believe. 

A. I have it, yes. 

@. And what is the amount entered there? 

A. $14,000. 

Q. That is the same amount as appears in your 
ledger? A. That is correct. 

Q. Then, as Mr. Erickson has entered it, how 
did he make that check payable? 

A. To the Collector of Internal Revenue. 

Q. And those others were also made out that 
way, to the Collector of Internal Revenue? 

A. That is right. [4532] 

Q. And what, if any, account number did he put 
besides that account ? 

Some, I think, 32 and some 33? 

A. This one is registered as account 32. 

Q. And account 32 on the chart has excise tax, 
does it not? A. Yes. 

Mr. Keesling: Would you mark this? 


The Clerk: Defendants’ Exhibit A-124 marked 
for identification. 
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(Defendants’ Exhibit No. A-124 marked for 
identification.) 

Q. (By Mr. Keesling): JI show you what has 
been marked for identification, what purports to be 
an adding machine tape for Alpine, headed ‘‘Mis- 
cellaneous.’’ Would you identify that, if you can? 

Do you want that page and line number? 

A. This appears to be an analysis of the miscel- 
laneous column of the Alpine Dairy Journal ac- 
count made on an adding machine tape. 

@. I might ask you in reference to the income 
tax figure, I think he has marked on there 33, also, 
the same figure that appears in your ledger? 

A. Right here on this tape. [4533] . 

Mr. LeSourd: Just a moment, your Honor. I 
think this ought to be put into evidence. 

Mr. Keesling: Yes, I intend to offer it. 

The Court: You want to offer it? 

Mr. Keesling: Yes, but I want further identifi- 
cation. 

Mr. LeSourd: This, you say, 

Mr. Keesling: (Interposing) Will you mark 
these ? 

The Clerk: As one exhibit? 

Mr. Keesling: Yes. 

The Clerk: Defendants’ Exhibit A-125 marked 
for identification. 

(Defendants’ Exhibit A-125 marked for iden- 
tification. ) 

Mr. LeSourd: We have no objection to A-124, 
your Honor. 
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The Court: Any objection from other counsel ? 

Mr. Griffin: No, your Honor. 

The Court: Mr. Moriarty, any objection ? 

Mr. Moriarty: No, your Honor. 

The Court: A-124 may be admitted. 

(Defendants’ Exhibit A-124 admitted in evi- 
denee.) [4534] 

Q. (By Mr. Keesling): Showing you Exhibit 
A-124, the adding machine tape for March, 1948, 
is it correet that that is the manner in which the 
information was transmitted to you as to your entry 
in the ledger showing the income tax paid? 

A. Yes, that is correct. 

Q. Now, I show you what has been marked for 
identification as Defendants’ Exhibit A-125. Would 
you identify that? I have reference to the same 
items and the same type of thing. 

I might say, could you just identify it and then 
we will go through that particular item. They are 
adding machine tapes, are they not? 

A. Yes. 

Q. And there are four of them, is that right? 

A. There appears to be five. 

@. Five adding machine tapes, and would you 
indieate what company and what date appears on 
them, just for identification ? 

They are marked ‘Miscellaneous, Alpine.” 
That is the first one? 

Yes. May, June—— 

Just a moment. May of what year? 

1946. 
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Q. And the next one is ‘‘Miscellaneous, Alpine”; 


that [4535] is the second one? A. Yes. 

@. And that is what date? A. June, 1946. 
Q. And the third one is Alpine, Miscellaneous? 
A. September, 1946. 

@. And the next one is? 

A. December, 1947. 

Q. Is that Alpine, also? 

A. Alpine; and the next one is Issaquah, March, 


1949. 

@. Do you recognize those as the type of tape 
that you received this income tax information on? 

A. Yes. 

Mr. Keesling: I offer this in evidence. 

(Whereupon, there was a brief pause.) 

Q. (By Mr. Keesling): While they are examin- 
ing that exhibit, there is an additional entry in your 
ledger under that drawing account, 1948, that you 
have before you. What is that entry? You men- 
tioned three entries in your ledger under the Hans 
Forster drawing account. 

A. It appears that there is an item of debit and 
credit of the same amount, marked Walter Clark, 
and the same date. I don’t have any recollection of 
what it [4536] is at the present time. 

Q. Would you take Mr. Erickson’s journal for 
1948 for Alpine, and see if you could locate that? 
I don’t know what page. I know it is on line 7. 

Mr. LeSourd: We have no objection to A-125. 

Mr. Moriarty: We have no objection. 

The Court: Exhibit A-125 may be admitted. 
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(Defendants’ Exhibit A-125 admitted in evi- 


dence. ) 
Q. (By Mr. Keesling continuing): I believe it 


is Clark’s Restaurant ? A. Yes. 
| Q. And on what page does it appear? 
A. On page 5, Clark’s Restaurants. 
Q. That would be for May, 1948, in the Alpine 


section of the journal ? A. That is correct. 

@. And on line 7 it shows Clark’s Restaurant 
enterprises as the payee? A, Mes. 

@. And the amount is under what column? 

A. The accounts receivable. 

Q. And that account is what? 

A. Ten thousand dollars. [4537] 

Q. And that same amount appears in your 


ledger? A. That is correct. 

Q. Now, showing you Defendants’ Exhibit A-125, 
referring to the first of those five tapes, will you 
state to the Jury what account number is opposite 
the income tax item? Would you give the date, too? 

A. May, 1946. 

Q. That is Alpine? 

A. On Alpine, there is an item marked income 
tax, $300, and the number 33, following. 

@. That 33 is the other taxes account item that 
you referred to before? 


A. Yes, I believe that is correct. 
Q. I show you the chart again. 
A. Yes. 

Q. It is 258. 

A. 


I will suggest I have it here. 
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(Whereupon, document was handed the wit- 
ness by Mr. Keesling.) 


A. (Continuing) Thank you. 

Q. J am referring only to 32 and 33. I think 
those were the only numbers he used. 

Now, will you identify the second tax as to how 
Mr. Erickson put that down on the tape for you? 

A. I am still referring to Defendants’ Exhibit 
[4538] A-125. 

@. And there is the second—— 

A. (Interposing) Under the miscellaneous Al- 
pine taxes, there is an item income tax, $5300, 32 
marked. Account 32 is excise tax. 

@. And what month and year was that? 

A. In June, 1946. 

Q. On that June, 1946 one, he marked the ac- 
count 32? A. Yes. 

@. And then on the third tape, how did he mark 
it on that, and what was the date on that? 

A. The third date is dated September, 1946, and 
he has income tax, $2500, account No. 33 following 
it. 

@. And that one he charged to account 33; and 
the next one, how did he charge that? 

A. He has income tax-——wait—for December, 
1947, he has income tax, $11,000, account 32. 

@. $11,000 to account 32; and the next tape, the 
date, and how he charged it on that? 

A. The next tape is dated March, 1949, and is 
from the miscellaneous column of the Issaquah 
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journal and he has income tax, $2,360.96 in account 
BS. 
Q. Is there another one there, a last tape? 
What is the date on that, and how he has charged 
| that income tax item ? 

A. I read you the last tape. 

Q. Oh, that was the last one? A. Yes. 

| Q. Now, on this Exhibit, A-125, will you take 
the June, 1946, the second tape, and trace that into 

the Alpine journal kept by Mr. Erickson? I think 
it will be on page 1, page 3 at line 28. 

A. Line—— 

Q. It might also refer to page 1, line 8. I think 
there is a combination of figures there shown on 
the tape. A. Line 8. 

Q. Page one? 

A. Page one, Collector of Internal Revenue, 
$300, charged to aceount 32. 

Q@. And then on the tape there is a $5300 figure? 

A. Yes. 

Q@. And would that have reference—the first 
entry in the journal has 300, and does the figure 
for the same month on page 3, line 28—— 

A. (Interposing) Line 28 has an entry to the 
Collector of Internal Revenue for $5,000. 

Q. That would make the total of $5300 shown 
on [4540] the tape? A. Yes. 

Q. On that last entry, how did Mr. Erickson 
eharge that; to what account number? 

A. He has written income tax, $5300. He charged 
it to aecount 32. 
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Q. He charged it to account 32? 

A. Yes. 

Q. That is the 1946—I am just taking one out 
of each year. 

Now, will you turn to the tape for 1947. If there 
is more than one, just pick one and we will trace 
that into Mr. Erickson’s journal. 

Would you state what month the tape is and 
what company, please? 

The Court: Is it agreeable to recess, Mr. Kees- 
ling, now? 

Mr. Keesling: Yes, it is quite all right. 

The Court: Then you can have the matter in 
mind, Mr. Taylor. 

The Witness: All right. 

The Court: Ladies and Gentlemen of the Jury: 

We will take the mid-afternoon recess. The Court 
ealls your attention to the admonition given on 
similar occasions and asks that you heed it on this 
[4541] occasion. You may now be excused. 

(Whereupon, the jury retired from the court 
room. ) 

(Whereupon, at 2:46 o’clock p.m. a recess was 
had in the within-entitled and numbered cause 
until 3:01 o’clock p.m. April 22, 1954, at which 
time, counsel and defendants heretofore noted 
being present, the following proceedings were 
had, to-wit:) 

The Court: You may eall the Jury. 

(Whereupon, the Jury was returned to the 
court room.) 
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The Court: You may be seated. 

It is stipulated that the Jury and all Defendants 
are present in the court room? 

Mar. Griffin: Yes, your Honor. 

Mr. Moriarty: Yes, your Honor. 

The Court: You may proeeed, Mr. Keesling. 

@. (By Mr. Keesling): Mr. Taylor, you have 
before you now the adding machine tape for De- 


— eember, 1947, Alpine? A. Yes. 


Q. And you are tracing that into Mr. Erickson’s 
journal for the income tax entry there. Would you 
state to the Jury, I think it is on page 4, line 29, 
what the [4542] entry there shows? 

A. Payable to the Collector of Internal Revenue, 
$11,000, and it shows on the tape, income tax, 
$11,000. 

Q. And what account number has Mr. Erickson 
charged it to on his books? EY, ae 

@. <Aecount 32? A. Yes. 

@. And that is the Excise Tax aceount on the 
chart ? A. Yes. 

Q. Now, you have already traced into Exhibit 
A-124, which is a 1948 tax—into the 1948 ledger. 
I show you this one. This is the one that appears 
in your general ledger in the drawing account, is 
that correct ? A. Yes; $10,784.42. 

Q. Now, for the vear 1949, would you take the 
tape—that is, on the Issaquah—and would you 
trace that into the 1949 Issaquah journal kept by 
Mr. Erickson? 
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I think you will find that under March, 1949, at 
page 1, line 21. 

A. Line 21, Collector of Internal Revenue, $2,- 
360.96, marked income tax on the tape. 

Q@. And what account number on the tape? 

aoe. 

Q. And does it show an account number there 
in the journal? 

A. It does not. It just shows income tax. 

Q. Now, in the year—incidentally, before you 
close that, would you show the jury the columns in 
Harold’s journals the adding machine tapes were 
made on? The adding machine tapes refer, do they 
not, to the miscellaneous column, and the sundries 
column only? 

I don’t mean the particular tape, but the tapes 
in general? A. Yes, the tapes cover 

Q. Cinterposing) Would you show? That is the 
first column under Sundries and the last column 
under Miscellaneous ? 

A. The sundries column, wnder my finger here, 
and the miscellaneous column is here (indicating). 

@. Now, the columns in his journal in between 
the first and the last entries, what are the headings 
of those columns? | 

A. Reading them straight across the page, you 
have Bank, Debit and Credit, Sundries, Debit and 
Credit, Accounts Receivable, Debit and Credit, As- 
counts Payable, Debit and Credit, Cash, Debit and 
Credit, Sales, credit, Miscellaneous, Debit, Alpine 
Clearing Account, Debit and [4544] Credit. 
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Q. Now, it is only on the two columns of sun- 
dries and miscellaneous that Harold made adding 
machine tapes, is that right? I mean, that was the 


usual practice? A. Yes. 
Q. But on the other columns you posted directly 
from his journal? A. The footings, yes. 


Q. You didn’t have tapes to post? 

A. Yes, directly to a controlling account. 

@. As an example, on this same account that we 
were referring to, this drawing account, in your 
ledger—it is Exhibit 272—a drawing account for 
Alpine that has been referred to under 1948, the 
second entry, what is that second entry? 

A. Well, that is a charge to Walter Clark. 

Q. And you just now traced that into the ac- 
counts receivable of Mr. Erickson? 

A. ‘That is correct. 

Q. And you post that to your ledger; you 
wouldn’t post that account receivable from a tape, 
would you? 

A. Well, unless that was in the sundries column. 

@. That is right, but it was, in fact, in the ac- 
counts receivable column; is that right? [4545] 

A. Yes. 

Q. So, you took it from his journal, did you, 
from his accounts receivable column, and then put 
it in your ledger from there; would that be an 
example of how the accounts receivable are posted ? 

A. At times, yes. It could be, and sometimes he 
made me a tape of them. 

Q. But generally it was the practice to make 
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the tapes only on sundries and on miscellaneous? 

A. Yes. As a rule, there were not many entries 
in the accounts receivable column. 

Q. Now, would you take the year 1945 and the 
Issaquah journal, and if you will, check page 1, line 
14, for the income tax item there? It is line 14, 
page 1, of March, 1945. I have no tapes on that. 

A. It is on line 14. Is that the one? 

Q. Yes, on the Issaquah section, page one, line 
14. 

A. It is marked Collector of Internal Revenue, 
$6,721.42. 

Q. And to what account did he charge that on 
his books? 

A. He got it marked account 32. 

Q. Now, will you turn to the Alpine section for 
the year 1945, and take January, 1945, on page 3, 


and [4546] line 16? A. Yes? 
@. What do you find there? 
A. $5,718.44. 


Q. And the amount paid to the Collector of In- 
ternal Revenue? 

A. Yes, the amount paid to the Collector of In- 
ternal Revenue. 

Q. And to what account number did he charge 
it? A. He has here 33. 

Q. 33 is the “Other Taxes” on the chart? 

A. That is correct. 

Q. Now, will you turn to June, 1945, page 1, at 
line 9? Would you just read the entry there, please? 
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A. He has got Collector of Internal Revenue, 
$5,000, marked “Income Tax”. 

Q. And is it charged to an account number? 

A. No, he didn’t put the number on that. 

@. There is no number on that. Now, will you 
turn to November of the same year, 1945, page 3, 
line 27? 

Mr. Maxwell: Js this Alpine or Issaquah? 

Mr. Keesling: This is Alpine. 

A. Collector of Internal Revenue, $5,075.76, 
[4547] marked “Income Tax.” 

@. (By Mr. Keesling): And what account num- 
ber did you charge that to? 

Aer Account 33. 

Q. Now, the next entry, December, 1945, would 
you look at page 3 for December, 1945? 

A. What hne? 

@. Line 24, page 3. 

A. Collector of Internal Revenue, $291.52, ae- 
Bount 33. 

Onweecount 33.2 A. Yes. 

@. Now, in reference to the 1948 entries, your 
entry of setting up the drawing account in Exhibit 
272 and the 1948 tape, do you have that up there? 
Ht is a separate one. A, He: 

Q. In that year, you took the income tax pay- 
ments from his miscellaneous column and he had 
charged those to account 33, that business account; 
that is right, isn't it? 

A. Yes, he marked the income tax. 

Q. Yes; then you set up a separate drawing aec- 
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count and placed it where it should belong, is that 
right? [4548] 

A. I moved it from the total of this miscellane- 
ous and posted it to Hans Forster account, because 
it is not an expense item. 

Q. As a matter of fact, on the tape itseli;_— 

A. (Interposing) It is labelled. 

Q. I refer to A-124, the 1948 account, it shows 
that you removed the total amount of that income 
tax from your business expense items, does it not? 

w ‘Rhat isycorrect. 

Q. Now, throughout 1945, ’6, ’7, ’8 and ’9, from 
the tapes and the ledger before you, it is apparent, 
is it not, that throughout those years, Harold kept 
charging this personal expense item to a business 
account number; isn’t that true? 

A. In the miscellaneous column, yes. 

Q. In the miscellaneous column; as a matter of 
fact, if in that 1948 entry, you hadn’t pulled it out 
and removed it from business expense, it would have 
been another item that he had charged as business 
expense when in reality it was a personal expense; 
isn’t that right? A. That could be true. 

Q. And if all these income tax payments had 
gone through the books as Mr. Erickson had orig- 
inally charged them, to account 33 or 32, there 
would have been, [4549] would there not, some 247 
thousand dollars— that 1s the amount of tax pay- 
ments paid through those years—if they had gone 
through the accounts as Erickson set them up, that 
amount would be an addition charged to business ex- 


a 
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pense, when in reality it was personal expense; isn’t 
that right? 

A. If they hadn’t of been removed from the 
tape, yes. 

Q. But, when it came to you, you set them up in 
a drawing account? 

oy iiaiais correct, yes. 

Q. Now, isn’t this a good example of your state- 
ment, an accountant doesn’t just merely take fig- 
ures out of the subsidiary books and put the same 
figures in the final books of account, the ledger; you 
testified, I believe, that he must analyze and see 
that they are placed in the right place, is that 
correct? 

A. Especially when something is labelled as this 
is, “Income Tax.” 

Q. That is what I mean. 

A. When it is labelled properly, we put it under 
the proper account. 

@. In other words, it was obvious from the tapes 
and his books that here he was charging a personal 
expense to a business account, and that was obvious 
to you and [4550] that is why you set up the draw- 
ing account? A. That is correct. 

Q. And if you hadn’t put it in a drawing ac- 
count, and the same thing occurred over all the 
years, there would be another $247,000 personal 
expenses charged to business, isn’t that right? 

A. It is possible. 

Q. If you hadn’t caught the mistake and cor- 
rected it? 
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A. There wasn’t any mistake here. 

Q. Imean, the way he charged it, in account 33? 

A. That wasn’t any mistake. 

Q. But it was 

Myr. LeSourd: (Interposing) Let him answer. 

A. (Continuing) It wasn’t a mistake, because he 
labeHed each one of these what they are. 

Because he put them in the miscellaneous column 
wouldn’t mean it was a mistake. 

Q. (By Mr. Keesling): My point is that through- 
out all these years, he put the account number as 
either account 32 or 33, and as you stated, both of 
those accounts are business accounts; that is right, 
isn’t it? A. Yes, but [4551] 

Q. (Interposing) And, further 

Mr. LeSourd: (Interposing) Just a moment. 
Let him finish. 

A. (Continuing) He writes the account it covers. 
He has “Real Estate Tax, Unemployed Tax, Income 
tax, and Dues.” 

Q. (By Mr. Keesling): That is right, but—— 

A. (Jnterposing) He puts in the proper c¢ap- 
tion on this. 


@. But he put the incorrect account number? 

A. The mix-up of accounts wouldn’t make any 
difference if he labels it what it is. 

Q. Now, throughout these years in view of the 
fact that he was charging this personal expense 
item to either Account 32 or 33, he was charging 
that to business and did it never occur to you that 


United States of America QI45 


(Testimony of L. Hicks Taylor.) 
he was probably charging other personal expense 
items to business ? 

A. No. Here is a list with the list of the names 
of the commodities. 

Q. I am referring only to Account 33. 

A. 32 and 33, he has analyzed them himself. 

Tile must have made a mistake in jotting the num- 
ber down, but he has income tax and real estate 
tax properly labelled. [4552 | 

Q. That is night, but throughout all the years he 
improperly put down one of two things, either a 
business account 32 or business account 33, when 
in reality it isn’t business at all, it is a personal 
account, and you picked up the mistake in 1938 and 
changed it and set up a drawing account in your 
ledger to make that correction ? 

Mr. Griffin: 1948. 

The Court: 1948. 

Q. (By Mr. Keesling continuing): 1948, excuse 
me. 

mm. Ieeause he has it labelled “Income Tax”. 

®, ‘Trai is.true. A. Yes. 


@. And my question and my point is: 

That throughout these years where he put this 
label of a business account on a personal item, it 
was obvious from the tapes that he was charging 
it to 32 and 33, business accounts, did it never 
occur to you, where this involved business under 
income tax, forty-seven thousand over the years, 
didn’t it ever occur to you that he was making the 
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same mistake by posting other personal items to 
business accounts ? 

Mr. Moriarty: Object to the form of the ques- 
tion, It is argumentative and repetitious. [4553] 

The Court: Well, if the witness understands the 
question 

Mr. Keesling: (Interposing) That is my last 
question. 

A. For the simple reason that the numbers were 
only for Harold’s convenience—the ledger here pre- 
sents everything I got to the name of the account, 
the name of the account, when he put it down here, 
that was correct. The number didn’t count. I didn’t 
have any numbers up there. I didn’t go by num- 
bers. I went by the name of the account, and he 
always labelled the name of the account on here. 

Q. (By Mr. Keesling): Then, as far as you 
were concerned, the number had nothing to do with 
it? 

A. No, it was for his convenience in his work. 

Q. In this particular instance, he had both a 
number and a label, but he labelled it correctly; he 
labelled the income tax part of it correctly, and the 
account number, 32 or 33, incorrectly ? 

A. Well, I paid no attention to the numbers. 

Mr. Keesling: I have no further questions. 

The Court: Mr. LeSourd, do you want to go on 
redirect, or 

Mr. LeSourd: (Interposing) I suggest that the 
rest [4554] of the cross be completed before redi- 
rect, vour Honor. 


— 
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The Court: All right. 

Cross Examination 

Q. (By Mr. Obenour): Mr. Taylor, do you re- 
eall the name of the Assistant United States Attor- 
ney to whom you referred as handling the case in- 
volving your personal income tax? 

A. It was Mr. Sageer, I think. 

@. Yes; at the time, I believe it was March 2d, 
when you entered your plea, March 2, 1950, I be- 
heve you stated that you had heard nothing about 
any contemplated action against Mr. Forster; is 
that correct? 

March 2, 1950, is that the date you entered your 
plea in Tacoma? 

A. Yes; I hadn’t heard anything contemplated 
as to Mr. Forster. 

Q. And similarly, when you received your sen- 
tence, April 25, 1950, you heard of no action con- 
cerning Mr. Forster? 

A. When you say “action,” Mr. Marx had ealled 
Mr. Forster on the 21st. That is all I had informa- 
tion on. [4555] 

Q. And similarly, in the conference, October 
2oth, you had not heard that charges were brought 


against Mr. Forster? Al 2 7tr 


Q. 26th; was that the date? 

A. As I understand you, “Charges” or that I 
knew that he was being audited? 

Q. No; of any charges being brought against 
him? A. No, I had heard of no charges. 

Q. And disposition of the case involving vour 
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personal income taxes and the manner in which it 
was disposed of had nothing to do with your par- 
ticipation as a party in this case? 

A. Not at all, no. 

Q. Involving—referring now—to the interest of 
Mr. Forster, and, as I understand it, you stated you 
believed he was giving you net interest, is that 
correct ? 

A. I believe he was giving me his total actual 
earned interest. 

Q. Net interest, you would refer to it? 

A. I would say, if he had one type of business 
interest paid out, and one type received, he would 
take what he paid out or what he received, because 
this return does not call for detail. [4556] 

The Clerk: Plaintiff’s Exhibit 288 marked for 
identification. 

(Plaintiff’s Exhibit No. 288 marked for iden- 
tification.) 

Q. (By Mr. Obenour): Are you familiar with 
the instruction sheets that accompany the income 
tax forms. Mr. Taylor? 

A. Well, I think I am. 

Q. Handing von what has been marked as Plain- 
tiff’s Exhibit 288 and referring to the second sec? 
tion. can von tell the Court what that is? 

Mr. LeSourd: Objected to, your Honor. It is 
not in evidence. 

Mr. Obenour: TI am asking for identification at 
this time. 

Mr. eSourd: JY am sorry. 


- [ a 7 , 7 = 
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| <A. Well, this appears to be 1945 instructions for 

| Form 1040. 

| Q. (By Mr. Obenour): Which is the income 
tax form? A. Yes. 

Mr. Obenour: We offer it at this time, if the 
| court please. 

Mr. Griffin: We have no objection. 

(Whereupon, there was a brief pause.) 

Mr. LeSourd: Well, if your Honor please, this 
is a rather unusual way of proving what the num- 
ber is, if that is what is sought. I have no objec- 
tion to it. 

: The Court: Exhibit 288, you have no objection? 
Exhibit 288 for identification may be admitted. 
(Plaintifé’s Exhibit No. 288 admitted in evi- 
: dence.) 

Mr. Obenour: If the Court please, I would ask 
to read the Jury the instructions pertaining to in- 
terest as shown in this instruetion sheet for the 
year 1945. 

Mr. LeSourd: If Counsel also brings out from 
the document that this pertains to personal interest. 

The Court: Is that 

Mr. Obenour: It wonld be reading the instruc- 
tions referring to dividends and interest that we 
have heen referring to in this examination. 

The Court: It refers to personal? 

Mr. Obenour: For individual income tax returns. 

The Court: For individual ineome tax returns, 
you may. 

Mr. Obenour: The title is “1945 Instructions for 
Form 1040, U.S. Individual Income Tax Returns, 
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General Instructions,’’ and on the second page, the 
third paragraph, under instructions for page one 
of Form 1040, paragraph [4558] three: 

‘Dividends and interest: Enter the total of any 
dividend or interest unless wholly exempt from tax. 
See General Instructions under ‘Exclusions From 
Gross Income’.” 

And the rest of the paragraph refers to things 
not in issue here. 

Q. (By Mr. Obenour): Now, I would ask you, 
Mr. Taylor, to examine this paragraph referring to 
dividends and interest, and what is the only word 
italicized in that entire paragraph? 

A. Well, it says “Total’’: *** *e* * (otaltonteaam 
dividends or interest unless wholly exempt from 
tees’ 

Q. And the word ‘‘Total’’ is the only word itali- 
cized in the instructions, is that correct ? 

A. That is correct. 

@. And were those instructions continued 
throughout the period of the Indictment, 1946, 77, 
8 and ’9? A. Yes. 

Mr. Obenour: May I have Exhibit 286 and 281, 
please? [4559] 

(Whereupon, documents were handed to Mr. 
Obenour by the Clerk.) 

Q. (By Mr. Obenour): Now, Mr. Taylor, I be- 
lieve you stated that concerning this sale of the 
Denny Regrade property to Mr. Morris, that you 
handled the transaction and computed the amounts 
that were involved; is that correct? 
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A. I presume I did, yes. 

Q. And there is in evidence A-81, is there not, 
a receipt that was given for $500 paid by Mr. Mor- 
‘ris as an advance payment upon the Denny Re- 

grade property ? 

A. May I examine that receipt, please? 

Q. Yes, sir. We are looking for it now. 


(Whereupon, document was handed to the 
witness by Mr. Obenour.) 


Q. (Continuing) Handing you Defendants’ Ex- 

hibit A-81, does that not show that you received 

$500 down payment from Mr. Morris as an advance 

payment of a price of $15,500 upon this property 

to which we are referring? 
| <A. It was my recollection that this instrument 
| was never completed. I am just quoting from mem- 

ory, that both of these were in my file, and that this 
' was never actually consummated. 

Q. Was there a payment of $500 in advance by 
Mr. [4560] Morris? 

A. That I do not remember. 

Q. Did you receive the $500? 

A. No, I did not receive it. 
—  Q. Do you know whether or not it was paid to 
Mr. Forster? AvesThat L.domnotemow: 

Q. Now, Exhibit 286, I believe you stated, and 
I hand you Exhibit 286, which is the note, and I 
believe your testimony was that those computations 
of figures on the back of that exhibit were in your 


handwriting? A. Thatue*eorneet. 
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Q. And it shows the first item of a total of 
$15,500? A. Yes. 

Q. And the next is an advance of $500 which 
is subtracted from $15,500? A. Yes. 

Q. Then you gave Mr. Morris a credit of $500 
upon the price of $15,500? 

A. Yes, on the agreed contract. 

Q. Leaving a balance of $15,000? A. Yes. 

@. And then your computation shows Notes, 
$12,680; is that correct? [4561] 

A. Yes, that shows up here. 

@. And that is the same figure you used, which 
is the unpaid balance of the computation on the 
note from Mr. Forster to Mr. Morris? 

A. Correct. 

Q. And to that figure of $12,680 is added the 
figure $32.00 for the note stamps? 

A. Revenue stamps. 

@. And that is the amount of stamps required 
for the transfer of this property? 

A. I don’t know. That was the amount allowed 
here. 

Q. And you credited Mr. Morris with the pay- 
ment of that? A. Yes. 

Q. So that you took the total of $12,712 and 
that was subtracted ‘then from the fifteen thousand? 

A. Yes. 

Q. So that Mr. Forster was credited with fifteen 
thousand six hundred eighty dollars and you gave 
Mr. Morris credit for the tax stamps, and that left 
$2,288 ? A. Yes. 
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Q. And Mr. Forster received that money? 
A. I believe he did. I believe I have seen it 
: somewhere. 
| Mr. Obenour: May I have Exhibit 71? 

Q. (By Mr. Obenour): Would you add the total, 
please, handing you Exhibit A-118 for the total of 
the stamps as shown on that photostat of the deed? 

my. $8255. 

Q. So that is within 55 cents of the figure you 
used ? 

A. I probably called the County Auditor and 
asked him what the stamps would be, on a deed 
for $14,500. 

Q. And, handing you Plaintiff’s Exhibit 71, the 
second page, under date of March 2, 1946, the third 

item down, what is that item, please? 
A. $2,288. 


Q. And is that the same figure that you have 
for your balance? A. Exactly. 


Q. And what is the name opposite? 

A. Frank L. Morris. 

Q. So that Mr. Forster then received the entire 
amount of $15,000, to the best of your knowledge? 

A. May I have that? [4563] 

@. Pardon me; is that correct? 

A. That is correct. I believe I testified that 
there was $15,500 credited. 

@. And the entire amount was then received by 
My. Forster? A. That is right. 

@. Handing you Plaintiff’s Exhibit—rather, De- 
fendants’ Exhibit A-63, this was an audit report 
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submitted by you, December 31, 1932, I believe, is 
that correct? 

Mr. LeSourd: If your Honor please, I don’t like 
to object all the time, but I want to be sure to 
preserve our record on these matters, that we feel 
are beyond the scope of the direct and irrelevant 
‘and immaterial, and I want to object to this at this 
‘time for that purpose, and may I have a continuing 
objection to it? 

The Court: I might say your objection was with- 
drawn on Exhibit A-64. 

Mr. LeSourd: Yes, that is right; I am sorry. 

The Court: If you want to make objection to 
other matters, you may. 

Mr. LeSourd: Yes, thank you. 

Q. (By Mr. Obenour): That is your audit re- 
port that you prepared for Mr. Forster in 1932? 

A. Yes. [4564] 

@. I believe vou stated that it was quite de- 
tailed? A. Yes. 

Q. That was a complete audit report? 

A. Yes, a complete audit report. 

@. Did vou explain each of those items to Mr. 
Forster ? 

It is pretty hard to remember, Mr. Obenour. 
You discussed it with Mr. Forster? 

Well, it is my recollection that I did. 

Did he ask you any questions concerning it? 
J am afraid that is too far back to remember. 
Do you have any reason to believe that he 
did not understand your report? 


OPOPo> 
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A. Well, I thought that he understood it when 
he looked at it. 

Q. And you continued to make reports to Mr. 
Forster through the year 1950? 

A. Not audit reports. 

Q. Not audit reports? A. No. 

Q. But you continued to make reports? 

A. Profit and loss statements and balances. 

Q. And then after first having submitted [4565] 
the audit reports of 1932, they then were limited 
to balance sheets and profit and loss statements in 
the years of the Indictment and to 1950? 

A. Yes. 

Q. That was because, was it not, Mr. Forster 
was interested in two things, one what he had, what 
he owned, and what he was making? 

A. Well, I would assume that that would be 
what he was expecting to receive. 

Q. And that would be the information that he 
would be receiving each month in your balance 
sheets and profit and loss statements? 

A. Yes, taken from the general ledger. 

Q. And you discussed each with him? 

A. Oh, I think most of the time we discussed 
them. 

@. And then was there any reason to believe 
that he did not understand that; any of the items 
you have on your balance sheet or profit and loss? 

A. Well, I always felt that he knew what they 
meant. 

Q. Now, handing you Defendants’ Exhibit A-91, 
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which I believe you stated was a report of the Al- 
pine Dairy operations for the ten-year period, 1938 
to 1947, is that correct? [4566] 

The Court: What number is that? 

Myr. Obenour: A-91, sir. 

Q@. (By Mr. Obenour): Did you get it? A-91? 

A. Mr. Obenour, I guess I didn’t follow your 
question. 

Q. What is that document? 

A. Well, this appears to be Alpine Dairy opera- 
tions, profit and loss for a ten-year period, 1938 to 
1947. 

Q. And, as I understand your testimony, it was 
that you prepared that document from the tax re- 
turns of Mr. Forster, is that correct? 

A. It is my recollection I stated that I prepared 
them from the tax returns. 

Q. And who requested this particular report? 

A. Jam not certain whether the bank did or not. 

Jt was submitted to Mr. Forster? 

A. Well, Mr. Forster saw it, yes. 


Q 

Q. Did you explain it to him? 

A. Well, T don’t know that there was any great 
explanation but all the figures were here. 

Q. Did he know that it was prepared from his 
tax returns? 

A. Qh, that I don’t know; I think I might have 
told him. [4567] 

Q. Could it be that Mr. Forster was interested 


in what he was showing on his tax returns, rather 
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than what he was showing on his books or what his 
books would indieate to be his profit? 
A. Maybe I don’t quite get the sense 
Mr. Griffin: (Interposing) I object to the form 
of that question. It is argumentative, and sugges- 
tive, and a conclusion, and speculative. If he knows, 
IT have no objection. 
The Court: Objection sustained as to form. 
Q. (By Mr. Obenour): Now, you have testified, 


‘I helieve, Mr. Taylor, that the various statements 


of balanee sheets and financial statements, particu- 
larly A-65, A-92 and A-93, and A-94, and A-95 and 
A-97, and A-99, and A-100, were all prepared by 
you? A. Might I—— 

Q. Yes, sir. 


(Whereupon, documents were handed the 
witness by Mr. Obenour.) 


@. (Continuing) And they were prepared dur- 
ing the ’30’s; would you verify that? 

A. A-65 is a balanee sheet and profit and loss 
statement as of December 31, 1935, prepared for 
the Peoples Bank and Trust Company. 

A-92 is a balance sheet and profit and loss [4568] 
statement of the Tssaquah Creamery Company pre- 
pared as of December 31, 1933, prepared by me. 

The Court: That is what you want to know? 

Mr. Obenour: Yes. 


A. (Continuing) A-93 is Issaquah Creamery bal- 
anee sheet and profit and loss statement as of De- 
cember 31, 1934. It was prepared by me. 
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A-94 was a statement given to the Issaquah State 
Bank, December 30, 1935, prepared by me. 

A-95 is a statement as to December 31, 1935, to 
give to the First National Bank of Stanwood, pre- 
pared by me. 

Exhibit A-99 is a balance sheet of the Issaquah 
Creamery Company as of December 31, 1938, pre- 
pared by me. 

A-100 is a balance sheet and profit and loss state- 
ment and a number of work sheets attached to it, 
prepared by me. 

Q. (By Mr. Obenour): These were all prepared 
during the ’30’s? A. Yes. 

Q. I believe you described these as being pre- 
pared during critical times for Mr. Forster, is that 
correct? A. Yes. 

Q. You discussed each of them with Mr. For- 
ster? [4569 ] 

A. It is my recollection that I did. 

Q. What was Mr. Forster drawing from Issa- 
quah Creamery during these critical times? 

A. As of December 31, 1938, his salary was eigh- 
teen thousand dollars. 

Q. And prior to that, it had been ten thousand 
five hundred dollars? 

A. To the best of my recollection, yes. 

Q. And was this salary voted for Mr. Forster? 

A. Well, I believe so. As far as I remember. 

Q. By whom? 

A. By the Issaquah Creamery Company, Incor- 
corporated. 
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Q. And of whom did that consist? 

A. Mr. Forster, and I was a qualified share- 
holder acting as secretary and director. 

Q. So that it was you and Mr. Forster that voted 
this salary for Mr. Forster? 

A. Well, I probably said “Aye”, but I wasn’t 
very strong in there. 

Q. Was it voted at all? 

A. I think so. 

Mr. LeSourd: Just a moment. I will object as 
relevant and immaterial. 

The Court: Objection sustained. 

Mr. Obenour: If the Court please, I go on the 
basis of prior testimony that this man has made 
[4570] concerning the effect of voting salaries. 

The Court: I don’t think it is material. You 
object to it. 

Mr. LeSourd: Yes, sir. 

Mr. Obenour: I would ask one more question, if 
the Court please, as to whether this salary was 
being voted, if that is why it was included as such 
on the tax return. In effect, that is what he stated 
was the effect on the Renton salary. 

The Court: I don’t follow vou. Do you want to 
say it again? 

Mr. Obenour: He stated that the reason the sal- 
ary was or wasn’t included as pertaining to Renton 
was because Forster was not voted while Baskett 
and Schneider were, and I am asking if this is the 
same basis he allowed the Issaquah salary. 

The Court: Well, objection sustained. 
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Q. (By Mr. Obenow): Why was the salary of 
$10,500 voted during these critical times, Mr, 
Taylor? 

Mr. LeSourd: Objected to as irrelevant and im- 
material. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): The effect of this ten 
thousand five hundred [4571] dollars salary was to 
recdiuice the profit of the company during this time, 
was it not? 

Ma. LeSourd: Same objection, your Honor. 

The Court: Sustain the objection. 

Q. (By Mr. Obenour): I believe you stated Mr. 
Forster did not draw this salary during this time, 
did you? 

A. To the best of my recollection, sometimes he 
didn’t draw it all. 

Q. In fact, that was the basis of some adjust- 
ment you made in some of these exhibits and state- 
ments that you prepared ? 

A. Yes, for credit purposes. 

@. I believe you stated he drew $300 a month 
during this time? 

A. Well, I don’t remember exactly what he was 
drawing. 

Q. But the figure of the salary of 10-5 was ear- 
ried through those years until it was raised to 
eighteen thousand ? 

A. Yes, I think that is true. 

@. And whether you used the figure of 10.5 for 
his salary, or what he actually drew, the amount of 


—— hi ts 
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thirty-six hundred, the difference in those figures 
made the difference in your calculations as to 
whether the [4572] company showed a profit or loss; 
isn’t that correct? 

Mr. LeSourd: Objected to as irrelevant and im- 
material. 

The Court: Was that item covered? 

Mr. Obenour: Yes, sir; we would go into that 
in detail here with these exhibits as it was on the 
examination on the difference in the exhibits. Mr. 
Griffin, in introducing these exhibits 

Mr. LeSourd: (Interrupting) Maybe I am con- 
fused as to counsel’s purpose. 

The Court: Yes. I don’t know that the intro- 
duction of these exhibits permits a detailed ex- 
amination of various items in them, unless they 
are related to the period covered. That wasn’t the 
purpose of their admission. 

My. Obenour: It is my understanding, if the 
Court please, it was shown on the examination by 
Mr. Griffin that these adjustments were made. 

The Court: I think, on the drawing account, 
there was some testimony. 

Mr. Obenour: That is to what I was referring, 
the salary which was actually charged, which was 
the basis of his adjustment in these balance sheets, 
as compared to the salarv he really reeeived. 

Mr. Griffin: My purpose on that, if the Court 
[4573] please, was to show that there was a place to 
charge personal items. I didn’t go into the matter 
of salary. 
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Mr. LeSourd: I would have no objection to this, 
your Honor, if it went to the matter which I think 
was covered before, the fact that undrawn salaries 
were taken out of the statements that went to the 
bank when they wanted to show what the actual 
credit situation was, but I am confused as to what 
counsel is attempting to go into here. 

The Court: Well, I am not clear what the idea 
is, either. The Court will sustain the objection. 

Q. (By Mr. Obenour): What is the purpose of 
a balance sheet, Mr. Taylor? 

A. <A balance sheet is to show the assets and 
liabilities, and the assets and fixed assets of a com- 
pany, less labilities, to develop a net worth. 

Q. To show what a person or a company is ac- 
tually worth, is that correct? 

A. That is correct. 

@. A man can own just so much, can’t he? 

A. Well,—— 

@. (Interposing) Of fixed amount? 

The Court: What is the question now? [4574] 

Q. (By Mr. Obenour continuing): A man owns 
just so much property, is that not true? 

Mr. LeSourd: Objection. 

The Court: Objection sustained. 

Q. (By Mr. Obenour continuing): You stated 
that these balance sheets show many stories, accord- 
ing to the purpose? 

A. Did I say “many stories”? I meant to say 
that they have purposes. 
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@. And they show a different story with each 
purpose. 
A. Well, I might explain that shghtly, that 
: people try to obtain credit from the bank and bor- 
row, and the bank is not interested in income tax 
figures; they are interested in market value, and 
many times, statements that are given to banks do 
not agree with the books of a bank depositor, be- 
eause he is giving a market value. 
Q. What is the purpose of a profit and loss 
statement ? 
A. That is to show what a man’s operating 
| profits are for the period. 
| Q. Take the amount of money he received and 
subtract the amount of money he spent, and that 
shows a profit and loss? 
A. That is in a sense it, unless you have what 
| [4575] they call revolving figures, such as inventory. 
@. Now, these tell many stories, too, according 
to their purpose? 
A. Profit and loss statements do not tell many 
stories, no. 
Q. They do not tell many stories? 
A. No, they tell one story, as a rule. 
@. They tell one story, asa rule? A. Yes. 
_ Q. Now, the Government is concerned, is it not, 
with a man’s profit and loss statement? 
A. That is the principal thing they are inter- 
' ested in. 


Q. And they are interested in exactly the same 
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figure, are they not, that the bank is interested in 
in the profit and loss statement? 

A. That is true. 

Q. Where did you get the figures for your state- 
ment in these exhibits that you have there? 

A. They were taken from the books, and pos- 
sibly some appraisals put into some of the things. 

The Court: When you referred to “these”, 

Mr. Obenour: (Interposing): Exhibits previ- 
ously referred to. 

The Court: Profit and loss statements and [4576] 
balance sheets for the 1930 period ? 

Mr. Obenour: Yes. 

A. I might read to you from Exhibit 94 a little 
footnote that might give you a little thought on 
this. This is a balance sheet of November 30, 1935, 
given to the Issaquah State Bank. The milk routes 
which have been developed in the natural operation 
of the business, many times you can’t sit down and 
say a route—I have spent so much over six months’ 
time, and make a route for 300 customers, in six 
months’ time, that starts in with 100. That route is 
worth more money, so Mr. Forster, being familiar 
with those things, placed an appraisal on his routes, 
and I made a footnote here for the Issaquah State 
Bank, “Milk routes have been increased $20,000 to 
actual value and surplus credited.” 

In other words, to make a balance sheet, if you 
put it on one side, you have to put it on the other, 
so surplus was credited with this $20,000 to show 
that Mr. Forster felt that his routes were worth 
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| $20,000 more than appeared on the books, so while 
ihe has no definite profit, he is putting a value on 
them for loan purposes. 

Q. (By Mr. Obenour): You got the figures for 
the statement from the books? [4577 | 

A. It is my recollection that they were always 
taken from the books. 

Q. And were they all prepared for the purpose 
| of showing the bank, Bank of Stanwood, Peoples 
Bank, Issaquah State Bank? 

A. That was the eritical period we mentioned. 

Q. Profit and Loss should be the same way, sub- 
mitted to the bank, or submitted to the Government, 
pis that correct ? 
me Xk. As a rule they agree. 

Q. Would you take Exhibit 92, please, and what 
| purpose was that prepared for, that exhibit? 
The Clerk: A-92. 

Q. (By Mr. Obenour continuing): A-92. 

Mr. LeSourd: It will be understood, your Honor, 
that our previous objection to this line of testimony 
and the exhibits continues at this time as to inquiry 
by counsel for the Government? We objected to 
these exhibits when they came in as being irrelevant 
| and beyond the scope of the direct examination, and 
TI assume, having been entered once over our ob- 
jection, now everyone, including ourselves, will have 
to go in and explain them, but I think for the record 
we should have our objection continue. [4578] 

The Court: The objection may show. If the Gov- 
ernment has no objection, you may have a con- 
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tinuing objection on that ground, and if there is any 
specific objection to a question, you will raise it. 

Mr. LeSourd: Yes. 

The Court: Your objection then will go to 
those matters to which you objected. 

Mr. Moriarty: You mean the examination on the 
exhibits; is that what you mean, Mr. LeSourd? 

Mr. LeSourd: Yes, the examination on all these 
early years that we feel are not a part of the case. 

Q. (By Mr. Obenour continuing): What is A-92 
please, sir? 

A. A-92 is a balance sheet and profit and loss 
statement as of December 31, 1933. 

@. What is the purpose for which that balance 
sheet and profit and loss statement were prepared? 

A. Just examining it, I would say that it was 
just the regular year-end statement. 

Q. That was the one that was used in the pre- 
paration of the tax returns? 

A. Well, not seeing the tax return, I presume 
Megs. 

Q. The one for the year-end? 

A. That would be given—— [4579] 

Q. (Interposing) Would you take Exhibit 95, 
please? And would you hold—— 

The Court: (Interposing) A-95? | 

Mr. Obenour: A-95, yes, sir. 

Q. (By Mr. Obenour continuing): Would you 
keep that A-92 out now, please, for the profit you 
show there? A. Yes. 

Q. What is that document? 
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A. This was a document prepared for the First 
National Bank of Stanwood. 
@. And that is on the outside page of this Ex- 
| hibit A-95 2 A. That is right. 
Q. On the inside of that page, you have net 
profits, do you not, and a figure for the year 1932; 
| what is the net profit you show on Exhibit A-95? 
me A. Again, I must call your attention 
| @. (Interposing) What is the figure, please? 
_ A. (Continuing) that this «was made for 
_eredit purposes, and I will explain it. 
: Q. Would you please answer the question? 
| 
| 


Mr. LeSourd: Mr. Obenour, was your question 
for the year 1932? 

Mr. Obenour: 1983. [4580] 
| Mr. LeSourd: 1933. 

A. This statement—— 

Mr. Obenour: If the Court please, I ask that 
this witness answer the question, please. 

The Court: Mr. Reporter, read the question. 

(Whereupon, the following was read by the 
reporter. ) 

“Q. On the inside of that page you have net 
profits, do you not, and a figure for the year 1932; 
what is the net profit you show on Exhibit A-95? 

“Q. What is the figure, please? 
; “Q@. Would you please answer the question?” 
| The Court: Now, the question is that it was writ- 
' ten on A-95? 
meer. Obenour: Yes, sir. 
_ The Witness: That is for 1932. 


‘ 
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Mr. Obenour: 1933. 

A. 1933, I show an earning of $12,697.27. 

Q. (By Mr. Obenour): That is twelve thousand? 

A. That is right. 

Q. And that is how much greater than the profit 
and loss statement you prepared at the end of your 
year’s operation? [4581] 

A. It is $10,677.87 more. [4582] 
we ms ee ae lS 

L. HiCKS TAYLOR 
upon being recalled as a witness for and on behalf 
of the Defendant Taylor, and having been previ- 
ously duly sworn, testified as follows: 


Cross Examination—(Continued) 

Q. (By Mr. Obenour): We were discussing Mr. 
Taylor, the differences in the profits shown on the 
profit and loss sheet prepared for the end of 1933 
and for the year 1934, and with the figure you show 
for the profit on the financial statement, Exhibit 
A-95, submitted to the Bank of Stanwood in 1935; 
do you recall? A. Yes. 

Q. Did the Issaquah Creamery for the year 
1933 make a profit of $2,019.40 or did they make a 
—or did they make a profit of $12,697.27? 

Mr. LeSourd: Objected to, your Honor, as ir- 
relevant and immaterial, and beyond the scope of 
direct examination. 

The Court: Objection overruled. 

Mr. LeSourd: May we have a continuing ob- 
jection to this line, your Honor? 
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The Court: Yes; the same objection you made 
last night? [4590] 

Mr. LeSourd: Yes, sir. 

The Court: ‘he record may show you have a 


| continuing objection. That is agreeable? 


Mr. Obenour: Yes, sir. 

A. The profit shown on the balance sheet and 
profit and loss statement of the Exhibit A-92 for 
the year 1933 shows a profit that—I am not—not 
having the tax return, I assume that this was what 
was reported on the tax return, $2,019.40. 

Q. (By Mr. Obenour): Was the profit for Issa- 
quah Creamery for the year 1933 $2,019.40 as shown 
on that profit and loss, or was it $12,697 as shown 
on Exhibit 95? 

A. The profit that is shown on Exhibit A-95, 
prepared for credit purposes, displays $12,697.27 
which has been developed by restoring, or applying 
undrawn salary and a depreciation figure that is 
estimated on our—on the Issaquah Creamery part 
as not applying altogether from a credit standpoint. 
The Internal Revenue regulations allow a determi- 


nate depreciation, usually a suggested depreciation 


schedule, which we have used throughout the period. 
So, in order to 
Mr. Obenour: If the Court please, I would ask 
that the witness be directed to answer the [4591] 
question as put. There is one of two answers that 
could be given, and we would request that the wit- 
ness be so directed to answer. 
Mr. LeSourd: If your Honor please, he is an- 
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swering it and I submit he should be entitled to 
answer it. 

The Court: You may. You may proceed with 
the answer. 

The Witness: Thank you. 

A. (Continuing) The thought in this particular 
position is: a banker is not sitting in the same posi- 
tion that the Internal Revenue is. A banker is in- 
terested in the development of value, market value. 
He is not dealing with income tax. 

So, at this particular time, which is back in 1938, 
right at the peak of the depression, borrowings 
were very difficult to get. The people were jumping 
off of the Smith Tower, and all places. 

The Court: Mr. Taylor, your answer will have 
to be more confined than that. You may explain it 
without the various diversions. 

The Witness: I apologize, your Honor. 

A. (Continuing) So, to develop a figure for the 
bankers’ perusal, we took the $2,019.40 that shows 
on the book figures, and we restored $6900 of Mr. 
Forster’s [4592] salary that he had not drawn, and 
we restored a portion, $3,777.87 to the depreciation, 
which gave us a possible profit of $12,697.27 which 
is Shown on the banker’s report. 

@. (By Mr. Obenour): In 1934, did Issaquah 
Creamery lose $1.75 or make $11,469.36? 

Mr. Obenour: And I would ask the Court, please, 
the witness to be instructed to answer which of 
those two figures is the true picture of the profit 
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and loss of the Issaquah Creamery for the year 
1934. 

The Court: Mr. Obenour, the witness is dealing 
with statements here, and the Court doesn’t believe 
it should instruct the witness how the answer should 
be given in this ease. 

A. The profit on the statement, on Defendants’ 
Exhibit A-93, does show a loss of $1.75, but the same 
explanation carries forward into 1934 that I just 
explained for 1933. 

Q. (By Mr. Obenour): Did you discuss these 
_ two figures with Mr. Forster in 1935? 

A. Yes. 

Q. Did you discuss the figure that you prepared 
on Exhibit A-95, the statement submitted to the 
Bank of [4593] Stanwood in 1935? A. Yes. 

Q. Did he understand the difference between a 
showing of a loss of $1.75 in the year 1934 and a 
profit of $11,469 that you show as a profit for the 
previous year? 
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Mr. Griffin: Objected to as calling for the con- 
elusion of a witness not based upon fact. Asking 
for another man’s opinion of another man’s under- 
standing. 

The Court: I believe the objection is well taken, 
Mr. Obenour 


Mr. Obenour: (Interposing) Yes, sir. 


The Court: (Continuing) as to form. 
Q. (By Mr. Obenour continuing): Did Mr. For- 
ster indicate in any way that he did not understand 
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the difference in these two figures that you prepared 
for the statement of the bank at Stanwood ? 

Mr. Griffin: Object to the form of the question. 
It calls for his indication. 
The Court: The question is, did he indicate? 
Mr. Obenour: Yes, sir. 
The Court: I assume that could be answered 
yes-or “no.”’ 
The Witness: I am lost on the question. I am 
sorry. [4594] 

The Court: Mr. Reporter, read the question. 


ce 


(Whereupon, preceding question was read by 
the reporter. ) 


A. No. 
Q. (By Mr. Obenour): You have Exhibit A-65 
and Exhibit A-95 there, please? A. Yes. 


Q. What are the dates of each of those exhibits? 

A. They are both dated December 31, 1935. 

@. What was the purpose of A-65? 

A. JI believe it is the year-end final statement 
of the Issaquah Creamery. 

Q. And I believe you stated A-95 was for the 
purpose of credit from the bank at Stanwood ? 


A. Yes. 

Q. What do you show for sales on A-65? 

A. $477,961.54. 

Q. What do you show for sales on A-95? 

A. $480,472.26. 

Q. A three thousand dollar adjustment, approxi- 


mately ? 
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A. Yes, it appears some place else in the state- 
ment. [4595] 
| Q. That is a balance sheet item or profit and 


loss? A. Profit and loss item. 
Q. Profit and loss item? A. Yes. 
| Q. And eash, for A-65 is what? 
my SQeIon08. 
| Q. And cash on A-95 is what? 
A. It shows an O.D. of $6,213.76. 
Q. Is that a balance sheet item or profit and 
loss item? A. Balance sheet item. 
_ Q. And your inventory for A-65 is what? 
| <A. $10,167.00. 
@. And for 95? A. $11,167.00. 
| Q. That is an adjustment of an even one thou- 
: sand dollars? eee That is correct: 
— Q. Accounts receivable on A-65 2 
| A. $27,709.69. 
Q. And on A-95? A. $30,709.69. 
Q. That is an even adjustment of three thou- 
sand dollars? A. That is correct. [4596] 


@. And those last two items are balance sheet 
items or profit and loss items? 

A. They are balance sheet items. 

| Q. You made these adjustments? A. Yes. 
@. Where did vou get the figures? 

A. Without having all the work sheets, I am 
going to have to declare it from recollection. It 
appears that we have adjusted $1,000 to inventory 

from accounts receivable, and that a reserve account 
has been eliminated in the one statement. 
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@. Where did you get the basis? 

Who gave you these figures for this adjustment, 
then ? A. They were calculations. 


Q. Calculations by whom? 

A. I presume by me. I prepared them. 

Q. Were they taken from your books? 

A. Yes, these were taken from the books. 

. These show a different picture on the balance 
sheet ? | 


A. They were for two distinct purposes, you 
know. 

Q. This is an instance again of where the dif- 
ference in purpose is a difference of the story that 
a [4597] balance sheet shows? A. Yes. 

. And what is your profit for A-65? 

It shows a loss of $1,369.37. 

And for A-95? 

It shows a profit of $13,732.75. 

That is an adjustment upward of $15,000? 
Yes. 

Is that also the case where the profit and loss 
statement shows a different story for a different 
purpose, too? A. Yes. 

Q. Then, a profit and loss, as well as a balance 
sheet, shows a different story, depending on the 
purpose of it? 

A. From a credit standpoint, yes. 

The Banker is interested in market, not cost; in- 
terested in market, what a liquidated value can 
develop. 
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Q. Did Mr. Forster complain in 1933 about a 
profit of $2,000 ? 

A. You are asking one that is too far back; I 
do not remember. 

@. How about a loss of $1.75 in 1934, did he 


complain about that? [4598] 


A. I do not remember. 
Q. Did he complain about his loss of $1300 in 


1935? A. I do not remember. 
Q. You have A-99 and A-100 there, please? 
A. I have A-99. 
Q. Do you have those two exhibits? 
A. Ihave A-99 and A-100, yes. 
Q. What is A-99, please? 
A. It is a statement of the Issaquah Creamery 


| Company, December 31, 1938. 


{ 


Q. And A-100? 

A. That is the same statement attached to the 
work sheet, and it is part of the working books of 
the company. 

Q. They are both balance sheets for the same 
date, Issaquah Creamery ? Avs. Yies, 

Q. What was the purpose of A-99? 

A. There isn’t anything to indicate what the 


purpose of it was for. 


Q. What was the purpose of A-100? 
A. That is the work sheet and balancing figures 
from the ledger of the Issaquah Creamery Com- 


pany. 
Q. Was that submitted to anyone for loan pur- 


poses? [4599] A. No, not that I recollect. 
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Where did you get these figures? 

IT don’t know. 

Did you get these figures from Mr. Erickson? 
. Well, Mr. Erickson never prepared any of 
these. I prepared these. 

Q. Did he give you the information that went 
into your accounts receivable ? 

A. On this particular one, that comes from the 
ledger of the company. This is the accounts receiv- 
able on the ledger. 

Q. However, he gives you the information from 
which you make your accounts receivable into your 
ledger, [4600] does he not? A. That is righ@ 

Q. So that you made the adjustment on your 
ledger and on your work sheet of $11,000? 

A. Yes, for some purpose. 

Q. Did you tell Mr. Erickson then that you made 
this adjustment? A. No, I did not. 

Q. Would it be necessary for him to have to 
make any adjustment in his books after you ad- 
justed yours ? 

A. His book shows the same as my ledger, as 
far as I know. 

Q. And which figure is that? 


Q. What is your inventory figure for A-99? 
A. $15,169.43. 

Q. And A-100? A. $16,891.83. 

Q. Inventory? A. That is correct. 

Q. Accounts receivable? A. $45,650.56. 
Q. A-100? A. $56,650.68. 

@. Adjustment of $11,000? A. Yes. 
Q. 

A. 

Q. 

A 
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A. $56,650.68. 

Q. That adjustment is for what reason ? 

A. You are handing me a sheet that is quite for- 
eign from anything connected with it, so that I 
ean’t tell you what the purpose of this was for. 
There was some reason for it. 


And routes? 
Routes show $9,514.55 on Defendants’ Ex- 
hibit A-100; A-99, routes on A-99, $28,552.02. 
Q. And that was an adjustment of $19,000? 
A. That was to strike a market value of routes. 
| Q. That was a market value, and I think you 
said you got that figure from Mr. Forster? 
| <A. He would be the only one that could give me 
that figure. 
Q. He made that appraisal, I believe you stated ? 
A. He must have, if it is here. 
@. And you discussed both A-99 and A-100 with 
Mr. Forster? 


@. Depreciation reserve is what on these two? 
A. It shows on A-99 as $54,195.80. 

@. And on A-100? Aveos$62,928.7 te 

Q. An adjustment of $8,000? A. Yes. 
Q. 

A. 


A. It is my recollection I did, yes. 
 Q. And milk accounts payable on A-99?2 
m A. $11,188.17. 
 Q. And on A-1002 A. $9,616.53. 
| Q. And notes payable, A-99? 
A. $12,709.20. 
| Q@ A100? ~—A.._- $4,825.90. 
Q. An eight thousand dollar adjustment ? 
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AY Yee 

Q. Did you discuss these figures with Mr. For- 
ster? [4602 ] 

A. You mean the details of them? 

@. Yes. 

A. Well, I don’t know that we went into detail, 
but I know that I discussed these two statements 
with him generally. 

Q. Cash was what? A. $2,406.42. 

Q. And A-100? A. $4,797.86. 

@. Which statement was correct? 

A. This statement, and this statement. They are 
both correct. 

@. Both correct? 

Then, similarly, with A-65 and A-95? 

A. That is correct. 

Q. I believe you stated they were prepared, or 
the difference between them was, because one would 
be prepared for the bank for loan purposes and the 
other would be prepared at the end of your busi- 
ness? A. Correct. 

@. And you discussed them all with Mr. For- 
ster ? 

A. Jt is my recollection that I did, yes. 

@. And you discussed them, I believe you stated, 
with the bank, is that correct? 

A. I believe so, yes. [4603] 

Q. Which banks are you referring to now that 
you discussed these with ? 

A. The bank at Issaquah. 

Q. The hank at Stanwood ? 
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A. J don’t recollect talking to Mr. Bud Hall at 
Stanwood. 

Q. A-95 was submitted to Stanwood, wasn’t it? 

A. Well, it must have been, because I have 
marked First National Bank of Stanwood to show 
an exact copy of what was given to them. 

Q. Did you explain your adjustments then to 
the man at the Bank of Stanwood, Mr. Bud Hall? 

A. That I do not remember. I am quite sure 
I must have. 

Q. Did he understand you were adjusting these 
figures from these statements you prepared at the 
end of the year from the one he would receive from 
you? 

A. If we contacted Mr. Hall at Stanwood, I have 
_ written right here, right on the balance sheet, that 
was made for the Issaquah Creamery, from the 
| books and I show right here, so the whole world 

ean see it, “The exact figures that were shown to 

Mr. Hall.” 

' Q. Where is that? Where is that, please? 
A. What is that? 

@. Where are those figures that the whole 
world [4604] can see? 

A. Right here on the statement that applies to 

our income tax return. 

Q. I see. Did you also submit these statements 
,to the Peoples National Bank, main branch? 
| A. That I don’t remember. IT don’t have it here. 
: Q. I believe you stated you were audited by the 
'Tax Division of the Government eight times, and 
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they found no deficiencies in the thirties, is that 
correct ? 

A. I do not believe I made such a statement. 

Q. Were the books and records of Issaquah 
audited by the Internal Revenue during that pe- 
riod? 

A. J have recollection of an audit made in 1935 
or 736 by an Internal Revenue Agent. 

Q. Did vou show both of your statements to the 
Internal Revenue Agent when he audited your 
books? 

A. It is my recollection that I laid these on his 
desk for him to see, and showed him this, and if I 
remember right, his remark was he didn’t care 
anything about the credit. He wanted to know what 
the book showed and what the income tax returns 
showed. 

Q. So that he thought if you were showing a 
loss of $1.93 and a profit on another statement he 
said he didn’t care? [4605] 

A. He did not care how we handled our credit 
picture at all. He wanted to know the facts for 
the ineame tax, and he checked them out. 

Q. Did you explain the difference in your de- 
preciation percentages; that the one you were using 
for the Internal Revenue was not fair and you used 
a fair one for your credit? 

Mr. LeSourd: Object to the form of the question. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): Did vou state that the 
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depreciation rate that you used for your Internal 
Revenue computations was not fair? 

Mr. LeSourd: Object to the form of the question. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): It is my understanding, 
Mr. Taylor, that you testified that the rate you used 
for the Internal Revenue computations, or for your 
computations at the end of the year, was not a fair 
figure; is that a correct understanding of your tes- 
timony ? 

A. No, it is not. I used the depreciation studies 
that show in the regulations in the working of the 
Ineome [4606] Tax Return. 

Q. But the different depreciation, as used for 
your credit, is that what—more true or fair? 

A. It is an appraisal. 

Q. It is an appraisal; you explained the differ- 
ence in the way you figured Mr. Forster’s salary 
to the Internal Revenue agents? 

A. As I remember it, he looked at this, if I re- 


member correctly. There is nothing—it is right 


there on that sheet—— 

Q. (interposing) Did you explain it to him? 

A. I probably did. I don’t just remember; that 
is a long time back. 

Q. I believe vou stated these were all done at 
the request of the bank because they were critical 
times; is that your statement? 

A. Well, you place the bank—I am going to an- 
swer it “no.” To place the bank in that position is 
not hardly fair. They never asked me to give them 
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anything false, and they knew exactly what this was 
that we were giving them. 

Q. It is my understanding of your testimony 
that you stated you were requested by the bank to 
make these adjustments, and made these adjust- 
ments in the presence of the bank officials; is that 
a correct understanding [4607] of your testimony ? 

A. I would say we showed the bankers what we 
had done. 

Q. Then you were not making these adjustments 
at the Bank? 

A. We probably discussed them before I com- 
pleted the statements. 

@. But you did explain to the bank in each in- 
stance the difference in your adjustments from the 
computations you made regularly at the end of 
business and the computations you submitted to 
him for the picture of the business ? 

A. Itis my recollection that they were discussed 
with them. 

Q. And Mr. Forster was present in these dis- 
cussions ? 

A. Well, I rather think so. It is my recollection 
that he was always present. 

Q. And the purpose of this was to enable the 
bank to make loans during these critical times to 
Mr. Forster? 

A. That was the principle, yes. 

Q. It was a critical time for Mr. Forster, I be- 
heve you stated ? 

A. Yes, it was quite a critical time. 
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Q. And the attempt was then to have papers to 
show [4608] the Bank Examiners—for the banks to 
show the Bank Examiners, to support the loans they 
would make to Mr. Forster; is that correct? 

A. Well, I would assume that is the purpose. 

Q. And would the Bank Examiner understand 
the difference in your adjustments? 

Mr. LeSourd: I object to that. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): I believe you stated no- 
body was hurt by this? 

A. I believe the businesses continued to run and 
operate. 

Q. Mr. Forster’s businesses ? A. Yes. 

Q. And Mr. Forster benefited in each instance 
from these adjustments, is that correct? 

A. Oh, when you—I will say “yes’’ to the ques- 
tion. When you deal with a bank, you don’t say 
that anybody benefits. You are trying to accom- 
plish some purpose. 

Q. Well, Mr. Forster succeeded in what he 
wanted, then, in any event; didn’t he? 

A. It worked out satisfactory, yes. 

Q. He got his Joan in each instance? 

A. Yes. [4609] 

Q. During the critical times that enabled him 
to stay in business? 

A. Yes, that is correct. 

Q. Now, A-109 here shows a series of loans you 
made to Mr. Forster; do vou recall those? 

A. Yes, I recall them. 
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Q. Which statement did you use for the basis 
of your loans to Mr. Forster, Mr. Taylor, the ones 
for the bank or the ones you prepared at the end 
of the business? 

A. I guess you gave me some notes that were 
not 

@. (Interposing) I am sorry. You recall the 
notes? For instance, which statements did you de- 
pend on for making those loans, Mr. Taylor? 

A. The ones I made myself. 

Q. Now, you continued to make these financial 
statements to the various banks through 1950, didn’t 
you, Mr. Taylor? A. Yes. 

@. And they were in each instance given to the 
bank in order to secure credit for Mr. Forster in 
his enterprises ? 

A. Yes, that is correct. 

Q. Or to support credit already extended? 

A. Yes. [4610] 

Q. I believe the evidence here, the earliest one, 
shows is 1941 that we have; December 31st,—July 
31, 1941, submitted to the National Bank—rather, 
Peoples National Bank, July 31, 1941, and you 
prepared them right on through to the Peoples 
Bank, clear through 1950? 

Yes, as I remember. 

And these were done at the Bank’s request? 
Usually the bank’s request, yes. 

And you discussed them with Mr. Forster? 
Well, it is my recollection that we went over 
the statement. 


> OP Oop 
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Q. You, apparently, according—this 252 is your 
work sheet balance and financial statement for Feb- 
ruary 28, 1948, is that correct? A. Yes. 

Q. You continued to adjust these statements you 
submitted to the Peoples Bank in the ’40s as you 
did for the critical times in the 730s? 

A. No, not 

Q. (Interposing) Did you adjust your figures 
for the financial—for any of these financial state- 
ments in the 740s, exhibits 121 through 128? 

A. No, not that I recollect any. Mr. Forster’s 
financial position was fairly strong, so it was not 
[4611] necessary, not necessary to bring in ap- 
praisals of routes as much so at that time as it was 
in the critical period. 

Q. Not being critical, and Mr. Forster’s position 
then being more sound, you then used the figures 
from your books; is that true? 

A. Asa whole, yes. 

Q. This 252, did you show that to Mr. Forster 
before you prepared the typewritten copy? 

A. This was not a submitted financial statement 
from the books. I think I went to great lengths ex- 
plaining the purpose of this particular statement 
in my testimony. 

Q. But you did explain it to Mr. Forster before 
a typewritten copy was prepared? 

A. It is my recollection that we went over it, 
yes. 

Q. Calling your attention to this U. 8S. Bonds, 
the entry at the bottom of the first group, U. S. 
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Bonds has been drawn—a line through it, and an 
arrow up to cash where U. 8. Bonds was put in, 
and then the word “Look”. Who wrote that? 

A. <A stenographer in my office did that. 

Q. The stenographer made that but you dis- 
cussed it in the form that it is now with Mr. For- 
ster, is that [4612] correct? 

A. Yes, as I recollect. 

Q. And the cash showed 293? A. Yes. 

Q. $293,000? 

A. My testimony shows how that figure was ar- 
rived at. 

Q. You stated also, I think, that you had al- 
ready reached a tentative net worth of $755,000 
before you had been contacted secretly by a bank 
officer; 1s that a true understanding of your testi- 
mony ? 

A. Yes, a bank official called me, and talked to 
me about cash position. 

Q. Secretly; what was the reason you already 
had a tentative net worth established ? 

A. Because a financial statement had been pre- 
pared, the original financial statement, by looking 
at this from my recollection, showed a cash balance 
of $93,848.11, and for credit analysis—anticipation 
statement, I will call this—they wanted to know 
what and how soon Mr. Forster could liquidate 
loans if a crisis came. 

@. Then this tentative net worth statement that 
you had prepared before you were contacted by the 
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bank was not the statement you submitted finally 
to the bank, is that correct? [4613] 

A. ‘They—while I don’t see it here, they had the 
original statement, as well as this, as I remember. 

Q. Didn’t you say you had already reached a 
tentative net worth before you were contacted by 
the bank? 

A. Well, if I did, tentative must have slipped in. 

Q. Tentative shipped in; I think you stated that 
you were contacted secretly by the bank official to 
find out what you could have for quick liquidation 
of Mr. Forster’s interests, is that correct? 

A. Mr. Forster had very heavy loans at the bank 
at that time. 

Q. Now, this 

Mr. LeSourd: (Interposing) Let him finish. 

The Witness: Let me finish, will you, please? 

Mr. Obenour: Pardon. 

A. (Continuing) As I remember, a statement 
was submitted showing $705,000. I might be wrong, 
—or $755,000, one or the other, of net worth. At- 
tached to this, as I remember, was the statements 
of each of these firms; the Issaquah Creamery net 
worth, Apex Farms net worth, Finstad and Utgard 
net worth, Puyallup Creamery, Renton Ice and Ice 
Cream. This statement was made as a valuation of 
Mr. Forster’s net worth in his [4614] enterprises. 
They showed only a cash balance of ninety-three 
thousand dollars, and they felt that in quick liquida- 
tion, that wouldn’t go very far. The credit man was 
trying to analyze the cash position out of all these 
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enterprises into a one cash position. He thought we 
should take all the companies and show all the cash 
in one lump stm, and all the accounts receivable, 
but Mr. Forster did not own all of these companies, 
so it was necessary to show them on a net worth 
basis. 

The credit man apparently wanted to see what 
could be developed from a liquidation standpoint, 
so I took the various statements in conjunction with 
him, I believe. Maybe I went to my office and did 
it. IT am not sure which. But, we developed how 
much cash we could obtain in, say, a period of 
fifteen days, determined that we could accomplish, 
by a cash position from accounts receivable, the re- 
covery of $100,000. 

So, we moved that into the cash position for 
anticipation. We reduced the accounts receivable by 
$100—$100,000—to show that they had been moved 
into an anticipation position. 


We then took the statements of the various enter- 
prises, analyzed their cash position, accounts re- 
ceivable,—to determine how much cash could be 
[4615] immediately recovered. We anticipated 
$100,000 could be moved up into the cash position. 

Mr. Forster not being the owner of all these com- 
panies, became a creditor to them if such a transac- 
tion were accomplished. 

So, then, accounts payable were raised $100,000. 
In that caleulation, the net worth remained the 
same. That was the purpose of this statement, in 
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anticipation of how a loan of any size could be 
liquidated. 

Mr. Obenour: Will the reporter read the ques- 
tion, please? 

The Court: Mr. Reporter, read the question, 
please. 


(Whereupon, the following was read by the 
reporter :) 


“Q. I think you stated that you were contacted 
secretly by the bank official to find out what you 
could have for quick liquidation of Mr. Forster’s 
interests, is that correct?” 

A. (Continuing) I have so answered the ques- 
tion. 

Q. (By Mx. Obenour): Thank you. 

Did you make these adjustments in the presence 
of the bank official who secretly contacted you? 

A. That I cannot say definitely. We discussed 
them. 

Q. Where did you make these adjustments? 

A. Probably worked them out in my office if all 
the work sheets were around, it would be very 
simple to trace them through. 

Q. And the reason for this adjustment was be- 
cause, would you say, this was a critical time for 
Mr. Forster? 

A. No, it was not a critical time. It was just a 
survey of the bank to sce what his readily liqui- 
dated position was. 

It wasn’t any reflection on Mr. Forster. 
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Q. I see; it was because of the number of loans 
he had out? 

A. He had quite a large loan at that time. I 
don’t remember what it was. 

Q. But what the bank was interested in, and the 
reason you were contacted, they wanted to know 
how much cash Mr. Forster had, is that correct? 

A. How much quick cash could be developed. 

Q. So then you started with a ninety-three 
thousand dollar figure? 

A. That was the balance, as I remember it, that 
showed on the Alpine Dairy bank account. [4617] 

Q. Handing you Exhibit 272, what is the total 
of the cash in the bank as of February 28, 1948? 

A. Apparently there is some other adjustment 
made to the account there. It only showed 19,000 in 
the two accounts. 

(). Where is your 

A. (Interposing) February. 

Q. February 28th, $26,725.65 for February 28th? 

A. Yes; I was looking at the loan figure there. 
I even tripped myself up. The balance of cash on 
hand in the ledger shows $93,848.11, identical to the 
figure that shows on this statement of Exhibit 252. 

Q. With the exception that the 252, “2” raised 
the $93,000 figure to $293,000 cash ? 

A. Correct. 

@. Now, you stated that Mr. Forster was at- 
tempting to borrow some money to build Alpine Ice 
Cream plant; was that true? 
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A. Well, it was my recollection that that was 
about the time. 

Q. And how much was the loan that they wanted 
to make? 

A. Well, if I remember correctly, two hundred 
thousand dollars was the request. 

Q. Two hundred thousand; and how much did 
he finally make? [4618] 

A. Well, he didn’t make any at the time. 

Q. He didn’t make any at the time? 

A. As I remember it. 

Q. So, he wanted to make this loan, and in ac- 
cordance with this request for the loan, you pre- 
pared this figure of $293,000—$293,000 which was 
submitted to the bank? 

A. Well, I don’t beheve that this had any par- 
ticular connection with the two hundred thousand 
dollars, only just information that the eredit man 
wanted. 

Q. Was that the purpose of the statement? 

A. Well, not what I have prepared here. This 
was after the request. This was another. 

As I remember it, it was later. 

Q. Why was that exhibit submitted to the bank? 

A. As I have stated. 

Q. Then it was submitted as a result of the re- 
quest for a loan that Mr. Forster was attempting 
to get? 

A. Oh, yes; you might say that it was the fol- 
low-up of that. 

Q. And the one thing that they were concerned 
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with was cash on quick liquidation of Mr. Forster’s 
interests? [4619] A. Yes. 

Q. Now, that was the first time in any of these 
statements to the Peoples Bank that you had to 
make a showing of cash, is that correct? 

A. Yes, and I believe the only time, if I re 
member. 

Q. The only time; and all the other times in 
these financial statements from 1941 on through 
1950, you simply showed the book value of cash of 
Alpine Dairy, is that correct? 

A. That is my recollection, yes. 

Q. So that is the only account you showed? 

A. As I remember. 

@. And the one instance, then, that the bank 
demanded a figure for cash on quick liquidation was 
this time on February, 1948, when you showed 
$293,000 ? 

A. It was the only time that I ever contacted the 
credit department separately, as I remember. 

Q. Did they contact you, or did you contact 
them ? A. They ’phoned me. 

Q. Did Mr. Forster understand what you were 
doing with this $293,000 figure? 

A. Well, I presume that he did. I think that I 
went over it with him. [4620] 

Q. And Exhibit 123, is that the typewritten 
copy of Exhibit 252? 

A. Yes, I believe it is. 

Q. Now, they are exactly the same, the “cash 
figure is 293? A. Yes. 
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Q. And the 293,000 figure was discussed with 
Mr. Forster? 

A. It is my recollection that it was. 

Q. Did he understand what the bank was con- 
cerned with was cash? 

Mr. Griffin: I object. 

The Court: Mr. Obenour, I don’t think you 
should ask in these questions, “Did Mr. Forster 
understand ?” 

Mr. Obenour: I will rephrase them. I am sorry. 

Q. (By Mr. Obenour continuing): Did Mr. For- 
ster give any indication that he questioned the fig- 
ure 2938—293,000? 

A. No, I don’t believe so. 

Q. Did you ask Mr. Forster at this time how 
much cash he had? 

A. Well, this was taken from the various state- 
ments that show on this return. 

@. The various statements? 

A. Yes, from Issaquah Creamery, Apex Farms, 
to [4621] arrive at a figure. 

Q. The problem that the bank was interested 
in was how much cash Mr. Forster had, wasn’t it? 

A. A eredit man—I will say “yes” to the ques- 
tion, for liquidation purposes, but I would like to 
say this: a credit man has a different viewpoint of 
what a financial statement is than the average per- 
son, and to satisfy the thinking, this statement was 
drawn up. 

Q. Is a credit man interested in cash in savings 
account ? 
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A. I don’t know about that, what they do. This 
credit man was interested in the loans of Mr. For- 
ster. 

Q. But he was interested in cash, wasn’t he, and 
the cash in the savings account at the bank is cash? 

A. Yes. 

@. Yes; and did you ask Mr. Forster how much 
cash he had in the savings account? 

A. I did not. 

Q. At the time? A. No. 

@. You knew that the bank was interested in 
cash ? 

A. This was not anything to do with anything 
but [4622] the statement that I presented to the 
bank including the various companies that Mr. For- 
ster was interested in. 

Q. And you reached the figure $293,000 by vour 
estimate of quick liquidation of accounts receivable 
of Alpine Dairy for $100,000 which reduced A\]- 
pine’s account $100,000 and moved $100,000 into 
cash, is that it? 

A. Yes, that is correct. 

Q. And you calculated what your estimate would 
be of the cash you could raise similarly in the other 
companies in which Mr. Forster had an interest, 
and reached another $100,000? 

A. Yes. 

@. And the net result showed a figure of $293,- 
000 cash for financial statement you submitted to 
the bank in February, 1948? 

A. That is correct. 
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Q. Did you explain these adjustments to the 
bank officials at the time you submitted this exhibit, 
123? 

Mr. LeSourd: If your Honor please, we have 
gone over and over this. 

The Court: J think the last question as to ex- 
planation is not repetitious. The rest has been gone 
over many times. [4623] 

A. Exhibit 123 was, as far as I know, handed to 
Mr. Strack and Mr. Donaldson, and signed by Mr. 
Hans Forster. 

Mr. Obenour: I will ask that the question be 
read, and the witness instructed to answer, if the 
Court please. 

The Court: I won’t read the question. I think 
it was long, but I will ask the question: 

The question was, did you explain this procedure 
you went through to anyone in the bank? 

The Witness: It is my recollection that I did to 
both of the officers, yes. 

Q. (By Mr. Obenour): So that this is another 
adjusted statement then that you prepared to give 
to the bank in order for Mr. Forster to receive 
a loan? 

A. Mr. Forster did not receive a loan on the 
strength of this statement. 

Q. But he did receive a loan, he did receive a 
loan ? 

A. I have no evidence of it, no. 

Q. Handing you Plaintiff’s Exhibit 98 which 


has been identified as the liability ledger, Hans 
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Forster, Issaquah, Washington, to the Peoples Na- 
tional Bank, and what is the habilities of Mr. For- 
ster in [4624] February, 1948? 

A. I don’t see anything here, February, 1948. 

Q. Then Peoples Bank did not have any loans 
out to Mr. Forster as to that personal unsecured 
loans as of the date February 28, 1948, is that cor- 
rect? 

There is no record of the loan from Peoples Bank 
to Mr. Forster of any amount as of the date Feb- 
ruary 28, 1948? 

A. I don’t see anything on here. 

Q. Handing you Plaintiff’s Exhibit 100, which 
is the liability ledger, direct, secured, for Alpine 
Dairy, and ask you if there is a record of any loans 
from Peoples Bank to Mr. Forster, February 28, 
1948? A. No. 

@. Handing you Exhibit 101, direct unsecured 
for Alpine Ice Cream Company, and ask if there 
is a loan on February 28, 1948? 

A. No. Do you have any other loan records of 
companies Mr. Forster is interested in? 

Q. We do not. 

A. Then you had better get the balance. 

@. It was personal loans we were discussing of 
Mr. Forster. 

A. Mr. Forster was endorser on a number of 
loans. It takes a complete record to answer the 
question you are [4625] presenting. 

@. Peoples Bank wanted to know about eash. 
Did they discuss with you the accounts that Mr. 
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Forster personally had in the Peoples Bank as of 
February 28, 1948? 

A. Personal accounts? 

Q. Yes. 

A. What are you referring to? 

Q. His personal savings account that he had at 
the Peoples Bank. A. No, he did not. 

Q. Now, that would be information that the 
Peoples Bank should have, wouldn’t it? 

A. They could have it; they should have it. 

@. Did they discuss with you the Alpine Bank 
account in the bank at that time? 

A. I don’t know if it went into such minute 
detail. 

@. They were—you were discussing cash? 

A. Most assuredly. 

Q. How about the account for Alpine Ice Cream 
that the Peoples Bank had at that time; did you 
discuss that account? 

A. The Alpine Ice Cream—AIpine Ice Cream 
account ? 

Q@. Yes. [4626] 

A. You have no record of any Alpine Ice 
Cream account in this set-up. 

Q. So, when you were discussing cash with the 
_bank officials, there was no discussion of bank ac- 
counts but simply a statement that raises an ac- 

eount, showing over ninety-three thousand dollars, 
two hundred thousand dollars by this adjustment; 
is that the final testimony you are making? 
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A. Yes, this is an anticipation statement, is 
what it is. 

Q. Do you know whether or not Mr. Forster had 
$293,000 in cash? 

Mr. LeSourd: Object to that, your Honor. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): Did you know whether 
or not—did you testify, I believe, that possibly he 
might have had it? 

Mr. LeSourd: Object to that. 

The Court: Are you speaking now of this state- 
ment ? 

Mr. Obenour: Yes, sir, the item “cash”. He testi- 
fied on direct, I believe, if the Court please, that he 
possibly could have had it, but didn’t know if he 
did. [4627] 

The Court: I will sustain the objection. 

Q. (By Mr. Obenour continuing): Was that 
item to your knowledge of $293,000 true? 

A. No, it was an estimate. 

Q@. It was an estimate? 

A. The ninety-three thousand appeared on our 
books. The two hundred thousand dollars, as I have 
explained, was an estimate. 

@. Were you making a false statement to the 
bank? 

A. Mz. Obenour, that was not the purpose of 
this statement in any way, shape or form. 

Q. I hand you Plaintiff’s Exhibit 55, which is a 
savings record of Hans and Evelyn Forster, savings 
account 198, and would you turn to the entry there 
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of February 28, 1948, and read what is the amount 
of cash on deposit at that time? I believe the next 
entry would be 3-3-48 where an addition was made. 

A. That is about $118,000 in this. 

Q. Would you please write down that figure 
$118,496.32 ? A. Yes. 

Q. And, handing you Plaintiff’s Exhibit 89 for 
the entry as of February 3, 1948, what is that fig- 
ure? [4628] 

Mr. Patten: What is that? 

Mr. Obenour: A record of the Peoples National 
Bank, savings account of Hans Forster. 

A. It is $60,687.68. 

Mr. Obenour: May I ask that this be marked 
please ? 

The Clerk: Plaintiff’s Exhibit 289 marked for 
identification. 

(Plaintiff’s Exhibit 289 marked for iden- 
tification.) 

Mr. Obenour: I just asked that this be identified 
first, if the Court please. 

Q. (By Mr. Obenour): Can you identify that, 
Mr. Taylor, Exhibit 289, please? 

A. Well, this purports to be the Alpine Ice 
Cream Company bank statement. 

Q. Certified true copy by Mr. Hansen of that 
bank ? A. It could be, yes. 

Mr. Obenour: We would offer it, if the Court 
please. 

Mr. LeSourd: I have a question. 

Mr. Taylor, have you ever seen this before? 
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The Witness: That is the first time I have [4629] 
ever seen the statement of any kind. 

Mr. LeSourd: We object to it as not certified, 
your Honor, and also irrelevant and immaterial 
and beyond the scope of the direct examination. 

Mr. Obenour: We would ask it be admitted with- 
out necessity of calling the proper witnesses to have 
it properly introdueed, if the Court please. 

' The Court: I assume that is your desire. 

Mr. Obenour: Yes, sir. 

The Court: If there is objection, the Court will 
sustain the objection. 

Mr. Obenour: Very well. 

The Court: We will take a recess. 

Members of the Jury: the Court advises you, or 
calls your attention to the admonition given on sim- 
ilar occasions and asks that you heed it on this ocea- 
sion. 


(Whereupon, the July retired from the 
courtroom.) 

(Whereupon, at 11:03 o’clock a.m. a recess 
was had in the within-entitled and numbered 
cause until 11:16 o’clock a.m. April 23, 1954, 
at which time, Counsel and Defendants hereto- 
fore noted being present, the following pro- 
ceedings were had, to-wit:) 

The Court: You may eall the Jury. [4630] 

(Whereupon, the Jury was returned to the 
courtroom.) 


The Court: You may be seated. 
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It is stipulated that the Jury and all Defendants 
are present in the courtroom ? 

Mr. Griffin: Yes, your Honor. 

My. Moriarty: Yes, your Honor. 

The Court: Yon may proceed, Mr. Obenour. 

Mr. Obenour: Yes, sir. 

Would you stipulate, Mr. LeSourd, as to the 
amount on deposit on Mareh 1, 1948, for Alpine 
Tee Cream to be $19,956.91 ? 

Mr. LeSourd: Yes, I will stipulate that that is 
true, but also object that it is completely irrelevant 
in any way to this matter, beyond the scope of di- 
rect examination and certainly no indication here 
that this witness knew anything about it. 

The Court: As I understand, you would stipu- 
late that that is the amount but if the matter is 
used in a question, you would object to the mate- 
riality of the question, is that it? 

Mr. LeSourd: Yes, on Counsel’s statement that 
this is taken from the bank as a true statement of 
what the account was. 

The Court: The stipulation may show, and the 
objection [4631] may show to the materiality and 
relevancy of the issue and the Court would overrule 
that objection. 

Mr. LeSourd: Thank you. 

Mr. Obenour: Thank you, Mr. LeSourd. 

Mr. Moriarty: What was the amount? 

Mr. Obenour: $19,956.91. 

— Q. (By Mr. Obenour): Would you add $19,- 
956.91, please, to those other two figures? 
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A. Yes. } 
Q. This was the Alpine Ice Cream account and 

the Alpine Ice Cream Company was owned outright 

by Mr. Forster, is that correct? 

A. It must be. 

Q. Would you add—— 

A. (Interposing) I have them added, $199,- 
141.91. 

Q. That is within $659 of the $200,000 adjust- 
ment to cash you made to the financial statement 
you made to the bank in February, 1948, is that 
correct? A. It is not. 

@. What is the amount? 

A. Ihave explained this about five times. 

Q. Pardon me. 

A. You are asking me about 191. All right: 
Let’s [4632] apply it. You have got a net worth of 
$759,000. 

Let’s add 199. That would give you a net worth 
of $955,000. 

Mr. Ohenonr: T ask that the question be read, if 
the Court please. 

The Court: Myr. Reporter, read the question. 

(Whereupon, the following was read by the 
reporter :) 

“What is the amount’ 

Mr. Ohenour: The prior question. 

The Court: The prior question, Mr. Reporter. 

(Whereupon, the following was read by the 
renarter:) 

"eA Met se within 4659 of the $200,000 adja 
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ment to cash you made to the financial statement 
you made to the bank in Ifebruary, 1948, is that 
correct?” A. No. 

The Court: What amount? 

Mr. Obenour: The difference between the figures 
he added and the $200,000 adjustment. 

Mr. LeSourd: I will object to that, your Honor, 
as assuming that these figures have anything to do 
with the adjustment. 

The Court: It is a matter of calculation. [4633] 
The Court will sustain the objection. 

Q. (By Mr. Obenour): Your figure then of 
$199,300-—— 

A. (Interposing) $199,141.91 taken from these 
exhibits here. 

Q. And then to that would you add $93,848.11 
which you stated and testified earlier was on the 
Alpine books for cash and cash in banks as of that 
date. A. You want that total? 

Q. Please. A. $292,990.02. 

Q. Now, in fact, Mr. Forster had bank accounts 
totalling $292,000 as of the date of February 28, 
1948; that is, accounts of his own, is that not cor- 
rect? 

A. That is what these schedules show, yes. 

Q. But the figure of $293,000, you say, you ex- 


plained to the bank was merely reached by adjust- 


ments of quick liquidation ? 


A. That is correct. 
Q. So that when you were discussing cash of 
Mr. Forster for the purpose of making a loan you 
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explained the cash by an adjustment and never re- 
vealed the fact to the bank that he actually had 
$292,000 cash, is that correct? [4634] 

Mr. LeSourd: Object to the question, your 
Honor, as indicating—assuming that this witness 
knew about these bank accounts. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): At the time this $293,- 
000 figure was given to the bank, you explained it 
as being adjustments and to your knowledge the 
bank was never advised that in fact Mr. Forster 
had that amount in cash, is that correct? 

A. Ido not know. 

Q@. What is the amount of cash shown on the 
statement of September, 1945, Exhibit 125, please? 

A. September, 1945—— 

Mr. LeSourd: (Interposing) Are you speaking 
of cash of Alpine Dairy? 

Mr. Obenour: Cash shown on financial statement 
given to Peoples National Bank, September, 1945. 

A. (Continuing) There are two figures, one 
marked ‘‘eash’’ and one marked ‘‘bank.” 

Q. (By Mr. Obenour): What are the totals? 

A. It would be $50,157.09. 

@. And that shows an increase of $240,000, ap- 
proximately, of cash and cash in banks in a year 
and a half? [4635] 

Mr. LeSourd: Object to the question, your 
Honor, as assuming there is any relationship be- 
tween these two figures. 
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The Court: The Court will sustain the objee- 
tion. 

Mr. LeSourd: hank you. 

Q. (By Mr. Obenour continuing): During this 
period, I believe you testified, Mr. Taylor, that Mr. 
Forster was drawing only $18,000 a year from 1945 
to 1949? 

A. Yes, that is my recollection. 

Q. Isn’t it true, Mr. Taylor, that at no time did 
you or Mr. Forster give a statement, oral or written, 
to any bank official that showed that in fact, Mr. 
Forster had any accumulation of cash as in fact he 
had from that account of $292,000? 

Mr. Griffin: May that question be read, your 
Honor? 

The Court: Mr. Reporter, read the question, 
please. 

(Whereupon, preceeding question was read by 
the reporter.) 

Mr. LeSourd: I wil object to that, your Honor, 
as calling for a statement by this witness as to 
[4636] what Mr. Forster did. 

Mr. Obenour: 'T’o his knowledge. 

Mr. LeSourd: To his knowledge, I have no ob- 
jection. 

A. I have no knowledge of it. 

Q. (By Mr. Obenour): Isn’t it a fact, Mr. Tay- 
lor, that in all these years, you gave no statement 
to anyone that would show the true accumulation of 
eash of Mr. Forster in his savings accounts because 
his accumulation of cash, such as this, so far as in 
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excess of his salary, was one thing you could not 
explain in an income tax prosecution? 

Mr. LeSourd: Objection, your Honor. 

The Court: Objection sustained. 

Q. (By Mr. Obenour): I believe, is it not true, 
Mr. Taylor, that an accumulation of cash in excess 
of the total salary drawn as indicated on a tax re- 
turn could not be explained to the Internal Revenue 
Bureau? 

Mr. LeSourd: Objected to as argumentative 
and hypothetical. I object to the form of the ques- 
tion. 

The Court: Objection sustained. [4637] 

Q. (By Mr. Obenour): Now, besides these 
amended financial statements, I believe you have in- 
dicated there were some altered records of the other 
corporations. Is that true, Mr. Taylor? 

Mr. Obenour: Can I have A-44 and 212? 

Mr. LeSourd: Object to that. 

The Court: Mr. Reporter, read the question. 

(Whereupon, preceding question was read by 
the reporter.) 

Mr. LeSourd: Object to that as assuming that 
the testimony is as to altered records. 

Mr. Obenour: There has been testimony, your 
Honor. 

The Court: Pardon? 

Mr. Obenour: There has been testimony of al- 
tered records in the examination by Mr. Griffin. 

The Court: The Court will sustain the objec- 


tion. 
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Mr. Obenour: Can I have 212, 212-A and A-31, 
A-44, 

212, 212-A, A-31. 

(Whereupon, exhibits were handed to Mr. 
Obenour by the Clerk.) 

Q. (By Mr. Obenour): Handing you Exhibit 
A-41, which has been [4638] identified as the state- 
ments given to you by Mrs. Simonson of Finstad 
and Utgard in monthly statements, it is my under- 
standing that you testified under examination of Mr. 
Griffin, that in December, 1947, accounts payable 
were raised $10,000; is that correct? 

Mr. LeSourd: If your Honor please, may it be 
understood that our continuing objection goes to 
this matter as beyond the scope of direct and irrele- 
vant and immaterial ? 

The Court: Objection may show. Objection over- 
ruled. Do you have the question in mind, Mr. Tay- 
lor? 

The Witness: Yes. 

A. The accounts payable were increased to cover 
some bonus that they owed, yes. 

Q. (By Mr. Obenour): Mr. Egeness did that, 
is that correct? A. Yes. 

@. Now, mventory was changed at the same 


time, December, 1947; did Mr. Egeness do that? 


| 
: 


A. Yes. 
Q@. And the inventory in 1946, and 1948, was 


changed; did Mr. Egeness do that, too? 


A. Yes. 
Q. Did you discuss these alterations of the fig- 
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ures given to you by Mr. Egeness with Mr. Fors- 
ter? [4639] 

Mr. LeSourd: Object to the characterization “al- 
terations.” 

The Court: Haven’t you used the word 
“changed”? 

Q. (By Mr. Obenour continuing): Did you dis- 
cuss the changes made by Mr. Egeness with Mr. 
Forster ? 

A. You mean, did I do it personally? 

Q. Did you discuss with Mr. Forster the changes 
made by Mr. Egeness? 

A. It is my recollection that when these figures 
were given to me, Mr. Egeness and Mr. Forster and 
I were together. 

Q. So that Mr. Forster knew at the same time 
that you did, that these figures had been changed 
by Mr. Egeness? 

Mr. Griffin: Object to the form. 

The Court: Objection sustained. 

Q. (By Mr. Obenour continuing): But he was 
present, is that your recollection? 

A. He was present. 

Q. Handing you 212 and 212-A, the books main- 
tained by Mr. Schneider at Renton, it is my under- 
standing of your testimony there that those changes 
made in the [4640] accounts payable for July, 
1946, were made by Mr. Schneider; is that correct? 

Mr. LeSourd: I object to that as assuming evi- 
dence not in issue. The testimony was that he didn’t 
know who made the changes. 
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The Court: Objection sustained. 

Q. (By Mr. Obenour continuing): There are 
changes in the accounts payable for July, 1946, in 
the accounts payable book of Renton Ice and Ice 
Cream ? 

Mr. Griffin: J object to the question, and only 
for this reason, if the Court please: 

In spite of our case in chief, and calling Mr. 
Schneider, they cross-examined the witness in their 
chief cross-examination, and I don’t believe they 
need to reiterate it again. 

The Court: Was this some item not covered in 
your cross-examination ? 

Mr. Obenour: No, sir, but it was covered by Mr. 
Griffin and Mr. Schneider was down there and said 
it was some figures Mr. Taylor gave him. 

The Court: Without going into it again, if you 
are going to some matters 

Mr. Obenour: (Interposing) Yes, sir. 

The Court: (Continuing) that you think 
[4641] pertains to matters brought out by Mr. Grif- 
fin, the Court will overrule the objection. 

What is the pending question ? 

Mr. Griffin: I may suggest, your Honor, again 
I don’t mind the time, but I only cross-examined on 
the direct examination in regard to this witness, and 
the Government’s case involving these particular 
books. 

Mr. LeSourd: The matter has been covered twice 
now with this witness. 

The Court: JI am in agreement on that, but of 
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course, I can’t know what item might be sought by 
the Government on this cross-examination. 

Mr. Griffin: All right; I will withdraw my ob- 
jection that it has been covered. 

The Court: If it is repetitious in any way, the 
Court will sustain the objection; or, do you have 
some matters that should be covered in the original 
cross? Now, do you wish to state the question, Mr. 
Obenour, or do you want the reporter to read it? 

Mr. Obenour: May the reporter read it? 

The Court: Mr. Reporter, read the question, 
please. 


(Whereupon, preceding question was read by 
the reporter.) [4642] 


Mr. LeSourd: Is that 1946, Mr. Obenour? 

Mr. Obenour: Yes. 

A. I don’t see any. 

Q. (By Mr. Obenour): Accounts payable were 
changed in July, 1947? 

Mr. LeSourd: Well 

The Court: (Interposing) 1947, now? 

Mr. Obenour: Yes, sir. 

Mr. Griffin: The witness has testified, if the 
Court please, he is not familiar with that book, 
even. 

Mr. Obenour: He testified, if the Court please, 
that certain figures were added to it by him. 


The Court: He may answer. 
A. I don’t see any change. 
Q. (By Mr. Obenour): You don’t see any 
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ehange; were the changes made in the inventory, Bx- 
hibit A-31? 

Mr. LeSourd: What company are you talking 
about ? 

Q. (By Mr. Obenour continuing): Exhibit A- 
31, balance sheet of Issaquah Creamery; as I un- 
derstand your testimony, the inventory was changed 
$10,000 by Mr. Erickson; is that correct? [4643] 

Mr. LeSourd: Is this the end of 1948 you are 
talking about? 

Mr. Obenour: Yes, sir; A-31. 

Mr. LeSourd: Object as repetitious, fully cov- 
ered. 

Mr. Keesling: We object to his statement about 
Mr. Erickson. 

_ The Court: The Jury will disregard the state- 
ment of Counsel if it is not in accord with your 

| recollection in all instances where counsel may pro- 
pose to state what he conceives to be the evidence. 

Mr. LeSourd: Mr. Keesling’s objection is well 

taken. That was not his testimony. 

The Court: I will strike the testimony—I mean, 
the comment of counsel upon your request. 

Mr. Keesling: I move to strike. 

_ The Court: The comment of counsel will be 
| stricken and the jury will disregard it. 

Now, we will proceed. 

Q. (By Mr. Obenour): It is my understanding, 

| referring row to 212, that in this entry for July, 
| 1947, that these 1’s that were added in front of 
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these nine figures were not done by you, is that 
correct ? A. That is correct. [4644] 

Q. And was it your testimony as to who did 
these changes of those 1’s and put the final total 
‘down there? 

The Court: You had better restate that ques- 
tion, Mr. Obenour. 

Q. (By Mr. Obenour continuing): And, to your 
knowledge, do you know who put the 1’s there? 

A. I do not. 

Q. To your knowledge, do you know whose writ- 
ing is that who made the total at the bottom there? 

A. It looks like Mr. Schneider’s. 

Q. And these—— 

The Court: “There,” is that 

Mr. Obenour: (Interposing) Yes, sir; I am 
pointing to—referring to Exhibit 212 for the—— 

The Court: (Interposing) Are you pointing to 
the end? 

Mr. Obenour: Yes, sir; the end of July ac 
counts pavahle for the vear 1947, of Exhibit 212. 

Q. (By Mr. Chenour continuing): And now, re- 
ferring to the end of the accounts payable for July, 
1946, and these figures down here of $14,338, are 
those fieures by vou? Ts that the correct testimony? 

A. That is my figure, yes. [4645] 

Q. And the changes from the eight thousand dol- 
Jars figure to fourteen thousand was not done by 
you, is that vour testimony? 

A. Phat is right 

Mr. eSeurd: T will object. There is an eight 
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thousand dollar figure total, and then some little 
pencil figure at the front of the month. I don’t 


| know what it is. 


The Court: The Court will strike the question 


| and answer. 


Q. (By Mr. Obenour): Referring to A-31, what 
is the figure—it is my understanding that the in- 


| ventory is lowered ten thousand dollars on the hbal- 


| ance sheet from the figure supplied by Mr. Exick- 


son; is that correct ? 

A. Mr. Obenour, will you give me the work sheet 
that goes with A-31, please? 

Q. Is that your testimony? Is that your testi- 
mony on cross-examination ? 

Mr. LeSourd: Just a moment, Mr. Obenour. This 
matter was gone into, and the witness was given 
the work sheet and if you want him to go over it, 
I think you should give him the work sheet and 
©o over it again. 

The Court: What is the question, Mr. Reporter? 

(Whereupon, preceding question in two parts 
was read by the reporter.) 

Mr. Griffin: JI don’t see how he could answer 
that question. 

The Court: I think you would have to reframe 
that, Mr. Obenour. 

Mr. Obenour: Yes, sir. 

Q. (By Mr. Obenour continuing): Was there 
a change in the figure of inventory that vou used on 
the balance sheet from that supplied by Mr. Erick- 
son ? A. Yes, there was a change. 
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Q. And who made the change? 
A. Who made the change? 
Q. afes, cir. 
A. Well, I changed it on the work papers, yes. 
Q. Did you discuss this change with Mr. Fors- 


b> 


Any changes that were made of that type 
were discussed with Mr. Forster. 

Q. Did vou discuss the changes on the Renton 
books with Mr. Forster? 

Mr. LeSourd: I objection to that, your Honor. 
He testified he didn’t know about any change in 
the Renton books. There is no changes shown. 

The Court: It is assuming something not in evi- 
dence, Mr. Obenour. [4647] 

Mr. Obenour: All right, sir. I will withdraw the 
question. 

Q. (By Mr. Obenour): And, referring to the 
Stephenson check, which was—rather, the entry in 
the journal of the duplication of the Stephenson ac- 
count payable in the amount of approximately 
eighteen thousand dollars, are you familiar with 
that? A. I am not. 

Mr. LeSourd: Just a moment. I will object to 
this as improper cross-examination. 

Mr. Keesling: I join in the objection. 

Mr. LeSourd: Not something gone into. 

Mr. Obenour: I believe Mr. Griffin went into it. 
The journal entry, rather than the check. 

Mr. Griffin: I never mentioned that either in the 
cross-examination. 
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The Court: If you have the journal entry as an 
exhibit to which you ean refer to 

Mr. Obenour: (Interposing) Yes, sir. 

The Court: (Continuing) ——you might refer 
ho it. 

Mr. Obenour: 272, please. [4648] 

Q. (By Mr. Obenour): Do you have the ac- 
counts payable portion, the accounts payable entry 
for December, 1949, for Issaquah Creamery ? 

Mr. LeSourd: This is Mr. Erickson’s journal we 
are looking at, Mr. Obenour. 

Mr. Obenour: 272. 

Mr. Keesling: That is not it? 

Mr. Obenour: Is that the wrong exhibit num- 
ber? I am sorry. 

Mr. LeSourd: You have it confused. 

Mr. Obenour: 213. 

(Whereupon, document was handed to the 
witness by Mr. Obenour.) 

Q. (By Mr. Obenour): Will you find the entry 
for Deeember, 1949? A. What is the entry? 

@. Accounts payable. 

Mr. Keesling: May I inquire as to what item? 

Mr. Obenour: Accounts payable, the entry of 
Stephenson. 

Mr. Keesling: That is completely berond the 
eross-examination. 

The Court: I don’t reeall it, Mr. Obenour. 

Mr. Obenour: I might be in error. It is my recol- 
lection it was asked. [4649] 

Mr. Griffin: If the Court please, I advise your 
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Honor 1 would go over my notes at night and con- 
tinue into cross-examination. I did have at least a 
day’s cross-examination, and this is one of the items 
I eliminated and never mentioned. 

The Court: I have no memory of it. 

Mr. Gbenour: I am sorry. I will withdraw the 
reference. 

Q. (By Mr. Obenour): This was an item of 
fifty-one thousand dollars that was changed in your 
work sheet for accounts payable in December, 1949; 


was that not correct? A. Yes. 
@. And who made the original change and gave 
it to you? 


Mr. LeSourd: If your Honor please, we have 
been over this several times. Mr. Obenour was on 
the original cross-examination. I have no objection 
to going over it again, except it takes time, and it 
is repetitious. 

The Court: Again, it has been gone over many 
times, and if the Government has some particular 
point they wish to bring out, as a result of the 
cross-examination of Mr. Griffin, it would be proper. 

I am at a loss to know what it is, but you [4650] 
may proceed. 

A. JI answered it ‘‘yes.’’ 

Q. (By Mr. Obenour): And who made the 
change originally that gave the information to you? 

A. The information was given to me by Mr. 
Erickson. 

Q. Did he also give you the information about 
the milk drafts and inventory figures? 


United States of America 2ol7 


(Testimony of L. Hicks Taylor.) 

A. Correct. 

Q. And you stated that you changed your ledger 
because Mr. Forster had said that the profit was 
too high, and that you had left them with your 
statement that if they found any errors in their 
books, you would correct your ledger; is that cor- 
rect ? A. That is correct. 

Q. Now, you said you knew nothing wrong 
about these corrections at the time that you made 
them, the fifty-one thousand dollars accounts pay- 
able and milk draft and inventory changes? 

A. Yes, that is correct. 

Q. That you yourself found that there was fifty 
thousand dollars wrong in April, did you not, Mr. 
Taylor? 

A. You are referring to the minus inventory, 
I [4651] presume. 

Q. Yes, sir. 

Mr. Obenour: Exhibit A-51, please, and A-120. 

Q. (By Mr. Obenour continuing): You did find 
something wrong in April, the fifty thousand dol- 


lars, according to your testimony, is that correct? 


A. I didn’t say I found something wrong. I 


: thought there might be something wrong. 


Q. But you thought there was something wrong 
enough to make an adjustment of fifty thousand 
dollars, did you not? 

A. I made a suggested change to call it to the 
attention of all interested. 

Q. You did call it to the attention that some- 
thing was wrong; did you ever find anything wrong 
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in the amount of fifty thousand dollars in the books 
of Issaquah Creamery as of the first four months 
of 1949. A. I did not check. 

Q. You did not check; so that the adjustment 
that you made, contrary to the showing of what 
was made on your books, was done strictly because 
you thought something was wrong? 

A. That is right, and it had absolutely nothing 
[4652] to do with income tax in any way, shape or 
form. 

@. And the minus inventory was your figure? 

A. It was a calculation I made, yes. 

Q. Did you ever receive a minus inventory fig- 
ure from Mr. Erickson? A. It is possible. 

Q. Handing you Exhibit A-120, whose hand- 
writing is this slip of Issaquah Creamery, with the 
inventory and the figures? 

Mr. LeSourd: T object, your Honor. The exhibit 
is not in evidence. 

Mr. Obenour: I am asking for identification, if 
the Court please, and we would again offer it. 

Mr. Griffin: T had it identified, but did not offer 
it, if the Court please, as I recall. 

The Court: Was it used at all? 

Mr. Griffin: It wasn’t used at all. 

Mr. Keesling: Jt wasn’t offered at all, your 
Honor. It is a 1950 item. 

Mr. Ohenour: March, 1950. 

The Court: It is an item on March figures? 

Mr. Obenour: Yes. 

The Court: Objection sustained. They are not 
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figures involved here, and I think one offer was 
made of a similar document. [4653] 

Mr. Griffin: That is the reason I didn’t offer 
this, because you sustained other similar objection. 

Q. (By Mr. Obenour): Did you ever—you say 
you have never examined the books of Issaquah 
Creamery to support the final adjustment you made 
at the end of 1949? 

A. I don’t recollect ever looking at them. 

Q. So that there have been no—you have never 
found the errors for either your fifty thousand dol- 


lar adjustment or the final adjustment of fifty-one 


: 
| 
: 


thousand—sixty-one thousand dollars made at the 
end of the year? 
A. Fifty-one thousand adjustment was made at 


_ the end of the year. 


Q. So that you have never found any errors to 
substantiate that? 

A. I have made no check of it, no. 

Q. Of all these adjustments by Mr. Egeness, Mr. 
Erickson and Mr. Schneider, Mr. Forster was the 
only man who benefited from all of them; is that 


-eorrect 2? 


Mr. Griffin: Just a moment. May I hear that 
question read? 
The Court: Mr. Reporter, read the question. 


(Whereupon, preceding question was read by 
the reporter.) [4654] 


Mr. Griffin: I object to the form. 
The Court: Objection sustained. 
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Q. (By Mx. Obenour): Did Mr. Forster benefit 
from the 

Mr. Griffin: (Interposing) I object to the form 
of that question. If this is a benefit, it is something 
new. 

The Court: The Court will sustain the other 
objection. 

This question isn’t completed, but if it is asking 
this question as it was sustained as to benefit, the 
Court would sustain an objection to questions of 
that character. 

. (By Mr. Obenour): Mr. Forster received 
additional income as a result of the changes made 
by Mr. Egeness at Finstad and Utgard, didn’t he? 

Mr. Griffin: We will object to the form of that 
question. There could be neither additional nor less 
income. 

The Court: Well, I would overrule the objection. 

Mr. LeSourd: It is a separate corporation. 

The Witness: May I hear that? [4655] 

The Court: Mr. Obenour, is this made as to 
other companies? 

Mr. Obenour: Yes, sir; Finstad and Utgard. 
Finstad and Utgard, we have just discussed these 
alterations or changes, if the Court please. _ 

The Court: Will you restate the question, Mr. 
Obenour? 

Q. (By Mr. Obenour continuing): Myr. Forster 
owned Finstad and Utgard at the time the changes 
were made, is that not true? Changes made by Mr. 
Egeness that was just referred to? 
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A. Yes, he owned it. 

Q. And did he receive additional income as a 
result of this change? A. ‘The corporation. 

Q. The corporation owned by Mr. Forster did 
reccive additional income ? 

A. The corporation did, yes. 

Q@. And Mr. Forster received additional income 
as a result of the changes in the accounts payable 
by someone at Renton Iee and Ice Cream, is that 
not correct? 

Mr. LeSourd: If the Court please, may our 
standing objection be considered to going to all of 
this? [4656] 

My. Griffin: My objection is specific as to this 
question. Factually, it is not true, in the first place. 

In the second,—— 

The Court: (Interposing) I think this question 
is beyond the scope of the cross-examination at this 
time. 

The Court will sustain the objection. 

Q. (By Mr. Obenour continuing): Isn’t it true 
that M1. Forster’s name does not appear on a single 
Income tax form in any way on any company of 
which he had an interest with exception of Issa- 
quah Creamery and his own personal tax return ? 

Mr. LeSourd: Objected to as irrelevant and im- 
material. 


The Court: Objection sustained. 
Mr. Obenour: No further questions. 
Mr. LeSourd: If there is further cross, I would 
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like to have it be completed before our redirect, 
your Honor. 

The Court: Mr. Griffin, this will go to the mat- 
ters covered by Mr. Keesling and Mr. Obenour. 

Mr. Griffin: Yes, your Honor, and on one item. 


Recross Examination 

Q. (By Mr. Griffin): Mr. Taylor, I understood 
your testimony to be and I believe you stated—you 
stated about seven times—with reference to Exhibit 
252, financial statement of February 28, 1948, that 
the cash on hand and in banks of $293,848.11 was 
made up, as you testified, of $93,848.11 shown as 
eash in the books of Alpine Dairy and the other two 
hundred thousand dollars was formulated on your 
analysis of the quick assets, is that it? 

Mr. LeSourd: Objected to, your Honor, as im- 
proper recross. He went into it on his own cross- 
examination. 

Mr. Griffin: This is preliminary to my question. 

The Court: Objection overruled if it is a pre- 
liminary question. 

Q. (By Mr. Griffin continuing): That is correct, 
is 1t not? A. Yes. 

Q. Mr. Taylor, I will ask you if on May 5, 
1948, you did not confer with the Peoples National 
Bank with Mr. Quinten H. Ellis, the credit man- 
ager, in connection with this statement of Febru- 
ary 28, [4658] Exhibit 252, or a duplicate thereof. 

Mr. LeSourd: Same objection, your Honor; also 
irrelevant and immaterial. 
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The Court: Objection overruled. 
A. J don’t exactly remember, no. 
Q. «(By Mr. Griffin): I will ask you if it was 


not—if that is not the occasion to which you have 


testified you were secretly called to confer with the 
eredit manager of the Peoples National Bank? 

Mr. LeSourd: Objected to, your Honor. He says 
he doesn’t remember the person. 

The Court: Objection overruled. 

A. Iam afraid in saying secretly that I was a 
little bit strong. It wasn’t secretly. They just 
phoned me. I didn’t mean to make it appear that 
it was so secret, but I don’t know, I do not remem- 
ber whether it was Mr. Ellis or not. 

Ous@by Mr. Griffin):.sI will ask yowif on May 
5, 1948, at the Peoples National Bank in your ex- 
planation of the assets shown on the statement of 
February 28, 1948, you did not state to Mr. Ellis 
in sustance and effect that the cash on hand and 
in banks of 293 thousand dollars, of $293,848.11, was 
in part Alpine Dairy [4659] operation and the re- 
mainder personal cash of Hans Forster? 

meeeNo, I have no recollection of it, 

Q. Would you say that you did not so state 
on that occasion on that date the substance of that 
question and answer to Mr. Ellis? 

A. I would say that I did not say that. 

@. Mr. Taylor, on February 12, 1948, the date 
of that statement you had a conference at the 
Peoples National Bank with Phillip A. Strack, 
didn’t you? 
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Mr. LeSourd: Objected to. 

A. J don’t remember. 

Mr. LeSourd: Just a moment, Mr. Taylor. Ob- 
jected to as containing an improper statement. Feb- 
ruary 12th was not the date. 

The Court: Is that the date of the statement? 

Mr. Griffin: No, the date of a meeting. I am 
asking with reference to the statement of Febru- 
ary 28th. 

@* (By. Griffin): Task you 

Mr. LeSourd: Just a moment. 

Mr. Griffin: J will withdraw that question and 
reframe it. [4660] 

Q. (By Mr. Griffin continuing): I will ask you 
if in February 1948 you did not have a conference 
at the Peoples National Bank with Phillip A. 
Strack involving the matter of borrowing—that is, 
Hans Forster borrowing—two hundred thousand 
dollars for the construction, estimated cost and 
partial construction, of the Alpine Ice Cream plant? 

A. When you read the balance of it I do recol- 
lect a discussion of two hundred thousand dollars 
to build an ice cream plant. 

Q. That was in February, 1948, wasn’t it? 

A. The date I do not remember. 

Q. And the purpose of Exhibit 252, February 
28, 1948, was to give the bank a true financial 
statement of Mr. Forster’s position in connection 
with the contemplated two hundred thousand dollar 
loan, wasn’t it? 

A. J will say it is possible. The intent was to 
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give Mr. Forster’s operations, the various com- 
panies he was connected with. 


Q@. I will ask you if, in a conference at said time 


with Philhp A. Strack, at Peoples National Bank, 


you did not advise Mr. Strack that one hundred 
[4661] thousand dollars of this 295 thousand dollars 
was on deposit hy Mr. Forster in the Washington 


State Bank, Issaquah, Washington ? 


Mr. LeSourd: TI object, your Honor. It is a com- 
pletely improper question. In the first place he testi- 
fied that the conference with Strack was in Febru- 
ary hefore this statement was prepared; the confer- 
ence later on was with Ellis. Counsel is attempting 
to confuse this thing into one over al] conference. 

Mr. Griffin: I am asking strictly an impeaching 
question, if the Court please. 

Mr. LeSourd: All right; let’s fix the date and 
who was present. T object otherwise. 

The Court: Well, the general objection will be 
overruled. As to time and pleace, it is fixed now in 
February. 

Mr. Griffin: February, 1948, Peoples National 
Bank. 

Mr. LeSourd: What date in February? 

My. Griffin: I can come no closer than that. than 
the date of the conference with Mr. Phillip A. 
Strack. 

The Court: February, 1948? 

Mr. Griffin: February, 1948, ves, your [4662] 
Honor. 

Mr. LeSourd: What was the question? 
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Myr. Griffin: The question is whether, at a meet- 
ing in February, 1948, Phillip A. Strack, Peoples 
National Bank, Mr. Taylor did not advise Mr. 
Strack that Mr. Forster had on deposit in the 
Washington State Bank, Issaquah, approximately 
one hundred thousand dollars. 

A. No, I did not advise him. 

Mr. LeSourd: Just a moment, your Honor. I 
will move to strike both the question and answer. 
It is my recollection that Mx. Strack testified that 
he didn’t know Mr. Taylor advised him, that he 
didn’t know who advised him. 

The Court: It is a foundation question ? 

Mr. Griffin: It is a foundation impeaching ques- 
tion. 

Q. (By Mr. Griffin): Now 

The Court: Motion will be denied. 

Q. (By Myr. Griffin continuing): Now, Mr. Tay- 
lor, in an endeavor to refresh your recollection I 
read you from Exhibit A-1 which are the notes of 
the—of Mr. Donaldson and Mr. Strack of the Peo- 
ples National [4663] Bank. This note is under date 
of February 12, 1948. 

Following executive committee meeting of Febru- 
ary 10, 1948, dealing with the application of a loan 
by Mr. Forster P.A.S. has had several discussions 
with Hans Forster and his accountant Hicks Taylor 
over financing of a new ice cream plant on their 
present property at 4058 Rainier Avenue. 

Does that refresh your recollection of the con- 
ference with Mr. Strack? 
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A. I was in probably one of five or six. 

Mr. LeSourd: I will now renew my motion to 
strike the so-called impeaching question. He has 
now fixed the time and it is obviously prior to this 
statement of February 28th. 

My. Griffin: J am afraid Counsel does not under- 
stand an impeaching question is asked because the 
impeaching witness will then he called. I am en- 
deavoring to refresh recollection. 

Mr. LeSourd: J would like to get a ruling. 

The Court: Motion to strike will be denied. 

Q. (By Mr. Griffin): You say “‘probably,” Mr. 
Taylor. Have you any recollection of how many 
discussions in regard to this two hundred thousand 
dollar loan you had with either Mr. Strack or Mr. 


Donaldson ? A. Yes. 
Q. How many? A. Not to exceed one. 
Q. One? 


It is anticipated that the plant and equipment 
will cost approximately two hundred thousand dol- 
lars. 

Does that refresh your recollection as to the ap- 
plication, or discussion ? 

A. The first discussion, yes. 

Q. Well, you only had one, Mr. Taylor. 

A. That is right. I said the first discussion. 

@. Well, the first discussion would be the last 
discussion too, wouldn’t it? 

AL So tar as [ am concerned. 

Q. But when you said the first discussion just 
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a moment ago you had in mind other discussions, 
didn’t you? A. I did not. 

Q. It is anticipated that the plant and [4665] 
equipment will cost approximately two hundred 
thousand dollars and while they originally asked for 
a& maximum loan they have now agreed that they 
ean get by with a mortgage loan of one hundred 
thousand dollars. 

Does that refresh your recollection? 

A. It does not. 

Q. That you were in the conference that got the 
loan reduced? 

A. I was not. I was not present at any one 
hundred thousand dollar loan discussion. 

Q. We have been supplied with financial state- 
ments as of December 31, 1947, from Issaquah 
Creamery Company, Ine. 

Did you supply those, Mr. Taylor? 

A. Jf they have them J prepared them. 

@. Alpine Dairy. Did you supply those? 

A. I prepared them. 

@. You said, “If they have them.’”’ Have you 
any doubt as to any statement by Phillip A. Strack, 
President of the Peoples National Bank, as to its 
truth ? 

Mr. LeSourd: Object to that question, your 
Honor. 

The Court: Objection sustained. [4666] 

Q. (By My. Griffin): Apex Farms, financial 
statement supphed ? A. Yes. 


